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Primakov mounts 
scathing attack on 
IMF’s ‘young kids’ 

Russian prime minister Yevgeny 
Primakov has described Interna- 
tional Monetary Fund officials as 
fjtfyoung kids who've seen almost 
\ nothing In life". His attack came 
as he prepared to argue for for- 
eign financial assistance in talks 
with the IMPs head this week, 
international news. Page 2 

Franco-German summit starts 
France wffl urge Germany to 
speed up agreement on key 
European policies when the two 
nations meet at a summit that 
wffl test whether their govern- 
ments can adopt a platform of 
policies. Page 18 

Schrdder criticised over Ocafcui 
Chancellor Gerhard Schrader's 
oentre-teft German government 
face criticism on all ados for not 
seeking the extradition of Kurdish 
rebel leader Abdullah Ocalan on 
charges of inciting his followers 
in Germany to murder, (ntema- 
news, Page 2 

presses for withdrawal 
foreign minister Ariel Sha- 
ron is asking ministers to con- 
sider a staged unilateral with- 
drawal from Israeli-occupied 
south Lebanon. So far, only a 
few back the idea and the army 
opposes rL International news. 
Page 5 

Impeachment prospect fades 
The US House of Representa- 
tives is unlikely to impeach Presi- 
dent Bill Clinton if ft votes on the 
issue as expected in the next few 
weeks. Congress members said 
yesterday. International news, 
Page 4 

Europe’s shjptnfldevs seek action 
European shipbuilders are 
demanding international action to 
counter the competitive threat 
from South Korean shipyards. 

are concerned that foe 
WPs loan to Seoul is being 
used to shore up its ship-bolding 
capacity. International news, 
Page 2 * 

Mew move towards Congo peace 

Countries backing the regkne of 
Congo's Laurent- D6sfr6 Kabila 
and the rebels opposing him 
have agreed in principle on a 
ceasefire. The deal was ham- 
mered out on the sidelines of the 
France- Africa summit In Paris, 
international news. Page 5 

Comeback far Congress party 
India’s Congress party celebrated 
Its best electoral showing for 
more than a decade after ousting 
BJP governments in two stale 
elections while imaxpectedly 
holding power in a third. Inter- 
national news, Page 6 

Swiss reject drugs more 
A Swiss referendum overwhelm- 
ingly rejected proposals to legal- 
ise narcotics. 

Quake sparks giant wave wanting 
A strong earthquake near an 
Indonesian island prompted the 
US Geological Survey to issue a 
tsunami warning for the western 
Pacific. The tremor, measuring 
7.6, was bigger than the quake 
that created a wave which killed 
more than 2,000 people in 
Papua-New Guinea in July. 

Be$ng stops up business drive 
China has stepped up its cfrfveto 
divorce government from busi- 
ness with an order that the ruling 
Communist party and state 
organisations must sever links 
with enterprises from next year. 
International news, Page 6 

Corretja wins ATP co ntest 
Alex Corretja raffled from two 
sets down to beat fellow Sparv 
f lard Carlos Moya in five sets and 
Tbirtn the ATP tennis championship 
in Germany, worth SI. 36m. 
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International bank 
lending to Asia falls 
$51 bn in first half 

International bank lending to Asia 
fefl by S51.7bn or 14 per cent in 
the first half of the year, the big- 
gest decline in a decade. Figures 
published by the Bank for Inter- 
national Settlements provide 
more evidence of foe shift of 
funds out of foe region. Page 18 

MefropoQtan Life, foe second 
largest Bfe insurer in the US, is to 
seek a stock market flotation, in 
a move that confirms the trend 
for big US life companies to shed 
their mutual status. Page 19 

rack ffiCA, the international 
ratings agency, has signalled the 
probabifity of an imminent Rus- 
sian default on restructured 
Soviet loans, assigning the secu- 
rities a long-term rating of CC 
and a short-term rating of C. 
Page 22 

Usfrior shares have lost ground 
after Francis Mer, chairman, 
warned that the French steelma- 
ker's final quarter performance 
would not be in line with previ- 
ous expectations. Page 21 

Fbnafr, the Finnish flag carrier, 
has launched a strategic review 
following a sharp fefl in first-half 
profits. The group was hit by ris- 
ing costs and tough competition 
in the Nordic market Page 22 

Managers at Bektrim, one of 
Poland’s largest listed compa- 
nies, have sought to fend off 
charges that it misled investors 
about its true value. Page 23 

Liffe, the London International 
Financial Futures and Options 
Exchange, the worid's foird- 
largest derivatives exchange, 
today launches its electronic 
trading system in a move that 
probably spells foe end of floor 
trading in London. Page 20 

Barclays, the UK bank, wffl seek 
this week to reassure institutional 
Investors over its strategy follow- 
ing foe abrupt resignation of its 
chief executive, Martin Taylor. 
Page 19; Lax, Page 1% Taylor's 
downfall. Page 21 

GE Capital is considering the 
purchase of the leasing 
operations of a failed affiliate of 
foe Long-Term Credit Bank of 
Japan, in what could be the larg- 
est overseas acquisition of a 
Japanese company. Page 19 

Hungary is to sell its remaining 
5.4 per cent stake in Matav, the 
country’s dominant telecommuni- 
cations company, in the first half 
of 1999. Page 22 

Air France, foe French national 
carrier, releases its half-year 
results on Wednesday amid 
expectations that the timetable 
for its partial privatisation is soon 
to be announced. Page 23 

Hyundai, South Korea's largest 
conglomerate, said it had raised 
$5bn to overseas funds this year 
aid expected to raise another 
$4 .5 bn next year, as the group 
sought to counter criticism over 
its debt problems. Page 19 

CSM, the Dutch foods group, Is 
considering a change in equity 
status that would Improve share- 
holders’ voting rights and 
weaken its defences against hos- 
" i takeovers. Page 21 

Singapore Telecam, foe 
city-state’s main telecommunica- 
tions provider, reported a 3.4 per 
cent rise to profits to S$997.6m 
(US$605m) for the six months to 
September. Page 23 

The Phffippine economy’s relative 
resSJence to the Asian economic 
crisis has been highlighted by the 
release of better-than-expected 
economic data. Page 6 
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Holocaust 
commission 
faces split 
on sanctions 

Eagleburger opposes threat of penalties 
against insurers outside settlement deal 


By Richard Woffle to Washington 
and John Authors ta Nov York 


The new international 
commission on disputed insur- 
ance claims from the Holocaust 
era feces a potentially damaging 
rift on the threat of sanctions to 
force European insurers to com- 
pensate survivors. 

The split emerged as delegates 
from 44 nations prepared to meet 
in Washington today at a land- 
mark conference to discuss solu- 
tions to the Haims - particularly 
over unpaid insurance, looted art 
and community p ropert y. 

Lawrence Eagleburger, the for- 
mer US secretary of state 
appointed to chair the insurance 
commission last month, said he 
was fundamentally opposed to 
sanctions against insurers that 
have felled to join the settlement 
process. 

Six insurers - Allianz of Ger- 
many, Axa of France, Basler 
Leben, Winterthur and Zurich of 
Switzerland and Generali of Italy 
- have already agreed to be 
bound by the decisions of the 
commission. 

As well as representatives of 
Jewish groups, the panel includes 
the Insurance commissioners of 
several US states, some of which 
have already adopted laws allow- 
ing them to bar uncooperative 
insurers from trading. 

But in his first interview since - 
his appointment, Mr Eagleburger 
said: “I have real intestinal and, I 
think, intellectual reasons for not 
thinking much of sanctions, par- 
ticularly when applied unilater- 
ally. 

"I would like to feel that a rea- 
soned argument on why they 
should be in the process, in terms 
of a recognition of their responsi- 
bility this far removed from the 


Holocaust, would persuade these 
companies and governments. I 
may be very naive, but it’s my 
strong belief it's foe best way to 
proceed.” 

However, the Eagleburger com- 
mission appears sharply divided 
on the need for sanctions, hi New 
York, the state has enacted the 
Holocaust Victims Insurance Act, 
which requires all Insurers to 
cooperate with foe state’s inves- 
tigation into unpaid Haimc from 
foe Holocaust era. 

The New York State Insurance 
Department said: “If they don't 
co-operate, we can suspend then- 
licence. That’s our stick and it's a 
pretty good one. The six compa- 
nies in the commission have 
asked for relief from that act" 

Jewish representatives an the 
commission support the stance of 
the state insurance regulators. 

Financial regulators in New 
York showed their willingness to 
act over the Holocaust issue ear- 
lier this year, delaying the 
merger of UBS and Swiss Bank 
Corporation while negotiations 
over a settlement on Haims 
against banks continued. State- 
wide nffi rials threatened to boy- 
cott Swiss banks and other com- 
panies if a settlement was not 
reached. The Swiss banks eventu- 
ally agreed to pay $lJ25bn to 
Holocaust survivors and Jewish 
groups this summer- 

Class action lawsuits have atop 
been filed against European 
insurers in the US. 

Generali attempted to negotiate 
a separate settlement with survi- 
vors earlier this year, agreeing to 
pay $100m. However, the state 
insurance regulators refused to 
ratify it forcing Generali to join 
the Eagleburger process. 

Eagleburger interview, Page 16 


Deutsche Bank 
near to closing deal 
with Bankers Trust 


By Wffl lam Lewis to Hew York 


Deutsche Bank, Germany’s 
largest is today formally expec- 
ted to announce its S93 a share, 
all-cash takeover of Bankers 
Trust, the eighth largest bank 
holding company in the US. 

The transaction would create 
the largest bank in the world by 
assets, the third largest fund 
manag er anr [ the fourth largest 
global custodian. U would be the 
largest takeover of a US financial 
company by a foreign competitor. 

Bankers Trust was meeting 
yesterday lunchtime in New 
York to approve the approximate 
S9.7bn takeover proposal. 

Earlier in the day, Deutsche's 
oorstemd - or executive board - 
had met to consider formal 
approval The banks are planning 
to announce the takeover in 
Frankfurt this morning. 

F rank Newman, chairman and 
Chief executive officer of Bankers 
Trust, is expected to join the 
wrstond when the deal closes 
next year. 

Alongside Josef Ackermann, 
Mr Newman is likely to run the 

bank's global corporates and 
institutions arm. This was 
created by integrating the 
Deutsche Morgan Grenfell invest- 
ment bank and the German par- 
ent's corporate banking opera- 
tion. 

Unlike the Integration of 
Morgan Grenfell, Deutsche plana 
to press ahead "speedily” with 
the full assimilation of BT Alex 
Brown, Bankers Trust's invest- 
ment banking arm, one person 


dose to the German bank said 
yesterday. 

Executives likely to play a key 
role In the integration process 
are Yves De Balmann and Mayo 
Shattuck, co-chairman and chief 
executive of BT Alex Brown; 
Mary Cirillo. bead of Bankers 
Trust’s global institutional ser- 
vices unit; Edson Mitchell, head 
of global markets for Deutsche; 
and Mike Philipp, Deutsche's 
head of global equities. 

At foe beginning of last week, 
Deutsche stated that It was in the 
advanced stages of negotiations 
to buy Bankers Trust for cash at 
a proposed price of $93 per Bank- 
ers share. On Friday, Bankers 
Trust’s stock price closed at 
$85ff. 

Deutsche and its banking and 
legal advisers spent much of last 
week completing its dne dili- 
gence. 

Analysts said they would be 
looking for Deutsche to disclose 
today how it intends to finance 
the acquisition. The German 
bank said last week that it had 
no plans to sell its 12 per cent 
bolding in DaimlcrChrysler, the 
recently formed German-US 
motor company, to help pay 
for it 

Meetings: with the New York 
State Banking Department and 
Federal Reserve have already 
taken place and bank officials 
have also met leaders of the US 
Jewish community, which has 
criticised Deutsche over the Nazi 
gold Issue. 

Frank Hew man prafito, Page 23 
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Jos6 Miguel Inatdza: says there to, no danger of a breakdown In dptomatie rotations with foe UK Ffcdre: Fergus Wide 

LEGAL EXPERTS IN SANTIAGO SCEPTICAL OVER CHANCE OF A TRIAL 


UK rebuffs Chilean offer 
to try Pinochet at home 


Bf Robert Peston and Mark MnHgan 
ta London ami Imogen Mark 
to Santiago 


The UK government rebuffed 
attempts by Chile yesterday to 
secure General Augusto Pino- 
chet’s release with its sugges- 
tions that the former dictator 
could be prosecuted In his own 
country for human rights abuses. 

Legal experts in Santiago said 
they were sceptical about the 
chances of the -general being, 
tried Jn.Ghfle, . 

" In what maybe seen' as a staitiB 
to the diplomatic overtures of the 
Chilean foreign minister, JosA 
Miguel Insulza, the British home 
office in London said the ques- 
tion of whether Gen Pinochet 
was tried in Chile was irrelevant 
to the quasi -judicial decision 
being made by home secretary 
Jack Straw. 

It is not a factor he can take 
into account unless Chile joins 
Switzerland and Spain in making 
a formal request for Gen Pino- 
chet’s extradition, a home office 
official said. He said it was “wish- 
ful thinking” on the part of some 


UK ministers to believe the 
impasse could be broken by the 
latest Chilean initiative. 

Gen Pinochet, who was 
arrested in London six weeks 
ago, feces extradition to Spain to 
answer charges of torture and 
genocide of Spanish citizens dur- 
ing his 16-year dictatorship. 

Mr Straw has until December 
11 to decide whether to proceed 
with foe extradition, which was 
cleared by the House of Lords 
. last we ek in a .r uling that. denied 

nity as & former heed of state. ' 
The [Chilean] government can 
promise what it likes," said Hec- 
tor Salazar, a human rights law- 
yer in Santiago. "But once Pino- 
chet is back here there is a tadt 
pact between the government 
and the military that means he 
will not be 
Josfe Zalaquett, a 
member of the Rettig 
which wrote an official 
human rights abuses 
Pinochet regime, said . the 
chances of bringing the former 
dictator to trial were “slim, next 
to nil. But before they were 



zero’’. Mr Insulza is expected to 
meet Doug Henderson, UK armed 
forces minister, today - the final 
day of his UK tour before be trav- 
els to Spain to lobby the Spanish 
authorities on the Pinochet case. 

Mr Insulza insisted at foe 
weekend that although diplo- 
matic relations with the UK may 
■become "strained”, there was no 
danger of them breaking down. 

However, he warned that the 
future of economic relations 
between the two countries was 
Cold of Ms.gPBHnmfiitf s hands. 

“My hope would be that eco- 
nomic relations will not Suffer," 
he said. “But I cannot tell people 
who to do business with." 

He said today’s , meeting with 
Mr Henderson was a formality, 
and would not involve talks 
about specific contracts. . The 
ministry has expressed fears that 
foe Pinochet case could jeopard- 
ise lucrative contracts with Chil- 
ean armed forces. The Royal 
Navy at the weekend decided not 
to take part in a naval regatta off 
the Chilean port of Valparaiso. 

Fate to fee balance, Page 4 
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Schroder under fire on Ocalan decision Primakov hits 

at ‘young kids’ v 
in the IMF 


gjqqr Barter in Frankfort 

Germany's centre-left 
P^ennnent came under an 
avalanche of criticism at the 
weekend for its decision not 
to seek the extradition of the 
Kurdish rebel leader, Abdul- 
lah Ocalan, on charges of 
I n c iti n g bis followers in Ger- 
many to murder. 

The Tur kish government, 
members of Germany's eth- 
nic Turkish community, 
opposition politicians and 
the press all found fault with 
Chancellor Gerhard SchrC- 
der and his government for 
announcing last Friday that 
Germany would not attempt 
to put Mr Ocalan on trial. 

Mr Ocalan, whose Kurdi- 
stan Workers' party (PKK) 
has fought a 14 -year-long 
war for Kurdish indepen- 
dence or self-government in 
south-eastern Turkey, vas 
arrested in Rome on Novem- 
ber 12. 

But Italy’s government 
refuses to send him back to 
Turkey on tbe grounds that 


he could face the death pen- 
alty there, German prosecu- 
tors issued an arrest warrant 
for Mr Ocalan in 1990, but 
Mr Schroder's Social Demo- 
crat-led government has 
decided not to exercise it on 
the grounds that his extradi- 
tion would ignite a virtual 
civil war In German cities 
between the nation's 2m eth- 
nic Turks and 500,000 ethnic 
Kurds. 

The problem has turned 
into an unexpected headache 
for Mr Schroder, who took 
office a month ago with the 
aim of improving Germany's 
strained relations with Tur- 
key and soothing the discon- 
tent of Germany's ethnic 
Turks by enabling more 
than im of t h*» m to acquire 
German citizenship. 

Mesut Yilmaz, Turkey's 
prime minister, expressed 
impatience with the German 
government's handling of 
the Ocalan affair. 

“Italy has not had the 
courage to try this person 
under its laws, and neither 


has Germany," he said. 

Thousands of ethnic Turks 
marched through Berlin and 
other German cities last Sat- 
urday demanding that Mr 
Ocalan be put on trial Mr 
Schroder suggested last 
week it might be possible to 
try the Kurdish leader in a 
“European" or “interna- 
tional'’ court, but his pro- 
posal drew scathing com- 
ment from politicians and 
newspapers hostile to his 
government 

“We issued the arrest war- 
rant. We asked for Italy's 
help in carrying it out We 
cannot now start acting as if 
we don’t have anything to do 
with it," said JUrgen Rtttt- 
gere, deputy chairman of the 
opposition Christian Demo- 
crats’ parliamentary group. 

The influential Frank- 
furter Allgemeine Zeitung 
used the headline “Cowards" 
to denounce the govern- 
ment's decision not to extra- 
dite Mr Ocalan. 

Italian newspapers were 
equally critical. 






Turks rafl at Gerhard Schroder, German Chancelor, and Joschka Fischer, foreign ministar, outside the 
HaSan embassy in Bonn at the weekend. Placard reads 'Schrdder, Rscher supporters of terror?* Reuters 


Italy seeks to boost take-up of EU funds 


By James OBz fa Am 

Italy win this week try to 
boost its notoriously low 
take-up of European Onion 
structural hinds by setting 
firm priorities for infrastruc- 
ture development In the 
impoverished south of the 
country. 

In the first experiment of 
its kind to have been held in 
Italy, cabinet ministers, 
regional leaders and EU offi- 
cials will hold a three-day 


meeting to help define the 
main development projects 
which could qualify for 
around Lioo.ooflbn ($60bn) of 
EU structural funds and 
domestic grants in the first 
six years of the next cen- 
tury. 

Italy has long been notori- 
ous In Brussels for making 
the worst use of its struc- 
tural fond entitlement of 
any EU country. 

Planning decisions in the 
past have been made by 


Rome on political grounds, 
while many projects fail 
because of technical mis- 
haps. 

Only around 50 per cent of 
structural funds available to 
Italy under the 1994-1999 
Community Support Frame- 
work have been taken up. 

"Ideas have often been put 
forward that don't get exe- 
cuted and the list of incom- 
plete projects for the south 
is so great that it has 
become one of our greatest 


evils," said Carlo Azeglio 
Ciampi. treasury minister. 

The three-day conference, 
held in Catania in Sicily, will 
discuss the merits and fail- 
ings of around 100 project 
proposals drawn up by 
regions and town councils, 
mainly in the south. 

Among those on the list 
are plans for a bridge across 
the Messina Straits between 
Reggio Calabria and the 
island of Sicily; the creation 
of a "University for the Med- 


iterranean”; the expansion 
of Capodichino airport in 
Naples and a range of badly 
needed road and rail 
links. 

The successful execution 
of infrastructure projects is 
seen by the Italian govern- 
ment as critical to the devel- 
opment of the Mezzogiomo - 
the south of the country - 
which has a regional unem- 
ployment rate of around 
25 per cent, one of the high- 
est in the new euro-zone. 






>; v .. 


*' ' X.*** * V . . 

•Vi.-.'*'. 


m ttvi .-'W . -x* ■ 




Today’s AccuWeather forecast: 
Sunny skies in Pennsylvania. 


What’s the outlook for high-tech business in 
Pennsylvania? “Sunny and bright," says top 
weatherman Dr. Joel N. Meyers. His company, 
AccuWeather Inc. - the world’s largest commercial 
weather service - could be located anywhere on 
the planer. Yet last year, when the rime came to 
expand, AccuWeather chose to stay in State 
College, PA. Why? For one thing, nearby Penn 
State University supplies a steady stream of 
expert meteorologists. Even more important, 


“Pennsylvania’s been a great business partner,” 
Meyers says. Especially over the last three years, 
when tax cuts and a streamlined business climate 
have saved Pennsylvania businesses a total of $3 
billion. The State even helped finance Accu Weather’s 
new headquarters. No wonder Pennsylvania is a top 
ten state in hi-tech firms. So plant your business here 
and watch it bloom. We have it on good authority 
that the growing season lasts 365 days a year. For 
more information call 1-800-5 5 4-PENN. 


PENNSYLVANIA 

G e t t i n a it done 


Tom Ridge, Governor • Sam McCullough, Secreduot DCED • www.state.pa. us • i -8oo-££4-PENN 



According to Fabrlzio 
Barca, the treasury official 
in charge of project develop- 
ment, one of the main aims 
of the new exercise is to get 
regional leaders to do some 
hard thinking for the 
first time about what their 
development priorities 
should be. 

“Regions that work badly 
on this are going to get 
fewer funds and will be held 
accountable to their citi- 
zens," said Mr Barca. 


By Andrew Jack la Moscow 

Yevgeny Primakov, the 
Russian prime minis ter, has 
described officials 1 of the 
International Monetary 
Fund as "young kids who've 
seen almost nothing In life”, 
as he prepares to battle for 
foreign financial assistance 
in talks with the head of tbe 
IMF this week. 

Pandering to many Rus- 
sians who see the IMF's 
tough fiscal and monetary 
policies as the root of the 
country’s current crisis, Mr 
Primakov at the weekend 
expressed frustration at the 
Fund's officials on national 
television. He was scathing 
towards the IMF “kids", 
who, “without knowing our 
situation, start to dictate or 
recommend some kind of 
development plans". 

Mr Primakov said be 
"could not accept that there 
should be insufficient money 
in circulation” and 
suggested that the govern- 
ment would print roubles if 
the IMF did not release 
pledged credits of $44bn. 

But in a more conciliatory 
tone he conceded he was 
obliged to “listen" to tbe 
IMF to get its renewed sup- 
port and he was aware of 
risks of “very serious infla- 
tion” if an excessive quan- 
tity of additional money was 
issued by the central bank. 

Mr Primakov’s comments 
came ahead of talks sched- 
uled for tomorrow and 


Wednesday in Moscow with . 
Michel Camdessus, IMF «■ 
managing director. Senior 
IMF officials are also due to 
meet in Washington today.’ 
for a "brainstorming" ses-> 
sion with a group of 20 
experts on Russia in an. 
effort to consider its future- - 
policy towards the country. * 

Russian ministers and offl- 
dais were due to meet again 
today to finalise elements of 
the government's budget, ”, 
including a range of contro^jr 
versial proposed reforms tt?^ 
tbe tax system, designed to _• 
help raise the state's reve- 
nues and reduce the 1998 . * 
budget deficit . - 1 

Georgy Boos, head of the 
state tax service, said on.". 
Friday that an outline agree- - 
ment between his depart- 
ment and the ministry of.“- 
finance had been readied to 
cut Russia’s current 20 per » 
cent rate of value-added tax 
to 14 per cent next year and- >. 
10 per cent in 2000. : 

There are also plans to cut .. 
profits tax from 85 per cent •« 
to 30 per cent and to reduce 
social security contributions - 
from 395 per cent to 32 per a 
cent in an effort to help per- 
suade more Russians to pay. 

However, Mr Boos 
said there were proposals ’gjjt... 
impose not only administra- 
tive fines but also criminal^- 
sanctions against those who “ 
systematically refused to 
pay their taxes. 

How to save Russia, Page 16 • i 


European shipbuilders 
seek action on S Korea 


| By Charles Batchelor, 

Transport Correspondent 

European shipbuilders are 
calling for international 
action to counter the threat 
of growing competition from 
South Korean shipyards. 

They are concerned that 
the IMF loan package to 
South Korea is being used to 
shore up shipbuilding capac- 
ity by funding cross-guaran- 
tees provided by the large 
chaebol to their shipbuilding 
divisions. 

The expansion of ship- 
building capacity in Korea 
over the past decade and the 
recent devaluation of the 
currency, the won, have led 
to a “dramatic” worsening of 
the position of yards else- 
where, the Association or 
European Shipbuilders and 
Shiprepalrers said. 

The association called for 
an effective international 
agreement to set criteria for 
capacity and establish com- 
parable accounting stan- 
dards. Shipyards would be 
required to provide “trans- 
parent" balance sheets and 


establish “sound” debt-to- 
equity ratios. 

Any agreement would 
need to Include shipyards in 
China. Japan, South Korea 
and Poland as well as the 
European Union and the US. 
European shipbuilders said. 

"Prices offered by the Kor- 
ean shipyards would not, in 
most cases, allow European 
yards to remunerate their 
workers, once materials are 
paid for,” said Corrado 
Antonin! , association chair- 
man and chief executive or 
the state-owned Italian ship- 
builder FincantierL 

Shipb uilding industry rep- 
resentatives meeting in 
Rome recently reached 
unanimous agreement on 
tbe seriousness of the situa- 
tion, Mr Antoninl said. 

South Korean prices are 
up to 30 per cent lower than 
those In Europe. Moreover. 
Korean shipbuilders are 
moving into niche markets 
including roll-ozi/roll-ofF fer- 
ries and offshore structures 
previously seen as a Euro- 
pean speciality. 

South Korea is the world's 
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second largest shipbuilding' I. 
nation after Japan with 318* L 
ships of I8^46m gross tonnes-?: 
on order, according to-|. 
Lloyd’s Register of Shipping. V 

The rescue earlier tte 8 
month of RalLa Engineewog -• 
& Heavy Industries, follow- 
ing an agreement by its cred- * 
itoxs.to restructure the com- C- 
pany’s debt, has particularly. i 
angered the European ship- 
builders. Balia pursued an t 
aggressive expansion policy . \ 
during the early 1990s. 

The association said the _• 
Halla rescue was being 
funded by tbe Korean bank- 
ing system supported by the . »• 
IMF loan "and thus by for- 
eign governments, European 
governments among them”. . >- 
European shipbuilders res- 
cued in this fashion would . 
have been required to cut • 
capacity as a condition of 
the write-offs, shipbuilding! * 
executives said. 

“The consequence of [Hal- 
la -style rescues] is that .. 
Europe is paying the bill, 
including in the form of- . 
unemployment,’’ the associa- i 
turn said. 
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SWISS DECISIVELY AGAINST DRUGS PLAN 

Voters reject move to 
legalise all narcotics 

Swiss voters yesterday rejected by a three-to-one margin 
a proposal to legalise narcotics that backers sard would 
eliminate the drugs mafia but critics said would make 
Switzerland a drugs haven. 

The plan would have made Switzerland the only country 
In the world where anyone aged 18 or older could buy nar- 
cotics of their choice, from marijuana to heroin, from state- 
run outlets or pharmacies after consulting a physician. 

The measure failed to carry any of the 26 cantons 
reporting, and won the support of only 26.1 per cent of 
voters. The proposal had been widely expected to fail, but 
the strength of the rejection disappointed organisers. 

Final results from another referendum on yesterday's 
ballot showed voters approving by a nearly two-to-one 
spending of SFr30.5bn ($21 .9bn) on a network of tunnels 
through the Alps. Reuters, Zurich 


m TRADE REPORT 

US ‘unilateralism’ attacked 

The European Union is increasingly concerned over what it 
sees as the US tendency to take the law into its own 
hands in trade matters, according to Brussels' latest 
assessment of transatlantic trade relations. 

With the US threatening sanctions against European 
products unless the EU revamps its banana Import regime, 
the European Commission’s annual report on US Barriers 
to Trade and Investment picks out extra-territoriality and 
unilateraBsm as central concerns. 

Washington, it says, regularly calls for unilateral mea- 
sures in trade disputes "based on an exclusive US appre- 
ciation of the behaviour of a foreign country . . . without 
reference to. and sometimes in defiance of, multilaterally 
agreed rules". Neil Buckley, Brussels 

Report on United States Barriers to Trade and Invest- 
ment European Commission, Brussels. http://eur- 
opa.eu.irrt 


ECB director predicts greater centralisation in future 


Sirkka HamSIainen, robust defender of the 
pursuit of price stability as the bank’s main 
objective, talks to Wolfgang Munchau 


S irkka H&mSMtnen over- 
sees the market 
operations division of 
the European Central Bank 
from her office on the 34th 
floor of the Eurotower bund- 
ing, overlooking Frankfort’s 
banking district. 

Even once the euro is 
launched next year, she will 
by no means be mistress of 
all she surveys, hut in an 
interview with the Financial 
Times she said Hmt mone- 
tary policy operations of the 
I future euro-zone are. with 
time, likely to become more 
centralised. 

Ms HdmdlSlnen, one of the 
i ECB’s six executive board 
members, said the system 
under which the ECB will 
operate next year was 
unique In central banking, 
in that policy decisions 
would be taken at the centre 
while the national central 
hanks remained in charge of 
policy execution. The result 
of tins is that the national 
central banks will continue 
to operate the regular securi- 
ties repurchase operations, 
through which they inject 
money into the economy. 

But Ms Hamfiiamen said 
this situation might change 


in the future: “In the longer 
run it is likely that the sys- 
tem will concentrate some- 
what, even if markets and 
national central hawifg were 
very efficient-” 

Exactly where the euro- 
zone’s monetary system will 
concentrate, however, “is 
impossible to forecast”, she 
said. “It can concentrate in 
certain national central 
banks near large financial 
centres, or it could be cen- 
tralised in the ECB.” 

Her comments on the rela- 
tionship between the ECB 
and the 11 national central 
banks touch a sore point. 
The Bank of Italy and some 
other large national central 
banks have made it clear 
they support a maximum 
degree of operational decen- 
tralisation under economic 
and monetary union. Critics, 
however, say a fully decen- 
tralised system of monetary 
policy operations may not 
function efficiently in the 
long run. 

The larger countries may 
be happy to see centralisa- 
tion - hut around their own 
central banks to protect 
their strong financial 
centres. The smaller coun- 






Sirkka HflmSISnen: tough credentials on inflation Mauntz Hellstrom 


tries tend to favour cent- 
ralisation in the ECB. 

“When 1 was governor of 
the Bank of Finland, a small 
country, my view was that 
in the longer run - I don’t 
know, maybe 10 years - cen- 
tralisation should happen to 
the European Central Bank.” 
Ms HSm&Iitinen said. 

She insisted that there was 
no consistent division 
between the ll national cen- 
tral banks and the ECB. 
“The main (dividing line) is 
rather between smaller cen- 


tral banks and the large cen- 
tral banks. And I can also 
say that we have different 
views inside the board.” 

But Ms H amaiain en also 
pointed out that the 17 mem- 
bers of the ECB governing 
council had a long history of 
mutual co-operation, which 
has resulted in a strong 
coherence of views. 

Ms Hamaiainen strongly 
refuted the criticism that the 
ECB’s banking supervisory 
arrangements were insuffi- 
cient. Under the present 


rules, banking supervision 
remains the responsibility of 
national authorities - either 
the national centra] banks 
themselves or separate 
national banking supervi- 
sory bodies. 

“The ESCB (European Sys- 
tem of Central Banks) offers 
a good channel for informa- 
tion flow in the area of 
financial market stability, 
not least because it has a 
special committee where all 
the national central banks 
and national supervisory 
authorities are members. 

“Of course, there is not 
going to be any formal com- 
munication to the market 
that, yes, we are going to 
bail you out Any such mea- 
sure would always be done 
ad hoc." 

She said one role of the 
ECB would be to act as a 
catalyst to encourage the 
involvement of the private 
sector, as happened in the 
US in the rescue of 
Long-Term Capital Manage- 
ment. “Why could the ECB 
not be able to do the same?” 

Ms Hamaiainen, 59. also 
gave a robust and sober 
defence of the ECB's pursuit 
of price stability as its pri- 
mary policy objective. 

During her six years at the 
helm of the Bank of Finland, 
a job she held until May this 
year, Ms Hamaiainen was 


known as a tough inflation 
fighter and was credited for 
having helped secure her 
country's membership of the 
single currency. 

“An important lesson is 
that low inflation and a very’ 
disciplined fiscal policy are a 
basic condition for a healthy 
financial market.” she said. 
“The main problems in 
financial markets very’ often 
result from high inflation. 
That’s why price stability 
and the credibility of low 
inflation are so important.” 

She said the current 
debate about interest rates 
ignored the fact that most of 
the member countries in the 
single currency had far 
lower interest rates than the 
US or the UK. 

“One reason for the low 
interest rate level we have 
had is that co-ordination 
between monetary’ and fiscal 
policy has been much more 
efficient, and markets 
regarded it os much more 
efficient, and they have seen 
that the fiscal policies are 
much more disciplined than 
before.” she said. 

Her comments are a signal 
to governments that the 
ECB is prepared to be co- 
opted into close economic 
policy’ co-operation with the 
11 participating govern- 
ments. as long as fiscal pol- 
icy remains tight. 
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V^EZUEU PRESIDENTIAL POLLS 

Biggest party drops candidate 


^ The social democratic AD 

party ’ Vene2uela ’ s largest. 

- • . ' ■.•iSfcr at the weekend abandoned 
K^r'-" ■- ■ its own candidate and 

' ‘ instead endorsed Henrique 

■ Salas Romer (pictured left), 

y : - ' the former state governor 

and runner-up candidate, in 
hjp ■> - the December 6 presidential 

<. J • r elections. The unprece- 

/■ . „ . dented move spearheaded 

V - by AD’s state governors is 

an attempt to defeat the 
^ f.". front-runner Hugo Chavez. 

\ • *** f° rmef coup leader, who 

L T threatens to revoke the 

p^. ,. ;i . m establishment's economic 

‘ and political privileges. It 

-M- also reflects the party’s 

seated credibility crisis and poor standing in the 


AD’s candidate. Luis Alfaro, refused to step down, how- 
ever, and win remain as the party’s option on the ballots. 
Critics said it would be undemocratic and misleading to 
transfer AD’s votes to Mr Salas. The association with tradi- 
tional parties could damage Mr Salas's image as an inde- 
pendent, reform-minded candidate. Opinion polls showed 
Mr Chavez's lead growing from 5 to 13 points over the last 
two weeks. Raymond Cotitt, Caracas 
EcStorial Comment, Page 17 


HONDURAS DISASTER 

Authorities evacuate 10,000 

Honduran authorities are evacuating more than 10,000 
people from the northern town of Choluma out of fear that 
four days of heavy rains could cause mudslides. 

'’BrHy Handal. the Honduran vice-president, said the evac- 
uations that began over the weekend could be extended 
lo other towns on Honduras’ Caribbean coast if rains con- 
tinued as forecast. 

This is the second evacuation in a month for the resi- 
dents of the low-lying parts of Choluma, which is 200km 
from the capital. Tegucigalpa. Most of the town’s 40,000 
residents were evacuated because of flooding during Hur- 
ricane Mitch a month ago. AP, Tegucigalpa 
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BELGRADE REJECTS PEACE PLAN 

Kosovo rebels soften stance 

Kosovo Albanian rebels yesterday softened their political 
demands, but a US-proposed peace plan has been effec- 
tively rejected by the Socialist-led government in Belgrade, 
raising fears among diplomats of a resumption of war once 
winter is over. 

Adem Demaci. a political representative of the Kosovo 
Iteration Army (KLA). told independent Radio B92 that 
the rebels were ready “temporarily" to drop demands tor 
full independence rf Kosovo was given equal status to the 
republics of Serbia and Montenegro within the Yugoslav 
federation. 

"This does not mean that the KLA is lastingly giving up 
9s demands, but that it accepts that the final solution is 
rnjehed step by step." Mr Demaci was quoted as saying. 
C.^omats noted, however, that as a third republic, Kosovo 
would in theory have the right to secede, a position unac- 
ceptable to both Serbia and Montenegro. 

Christopher HHI, the US mediator, has proposed that 
Kosovo be given a special status within the Yugoslav fed- 
eration. A rival plan pushed by Belgrade would keep Kos- 
ovo firmly within Serbia’s jurisdiction. 

Quy Dinmore, Belgrade 
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GERMAN NUCLEAR POWER 


Opposition to shutdowns 

Employers and trade unions in Germany's nuclear power 
industry presented a united front yesterday against foe 
came- left government’s efforts to begin the gradual shut- - 
down of the nation's power plants. “We are ready to fig . 
said Hans Dieter Harig. the chief executive of Preussenb- 
tektra. a division of Veba. the giant utility company. Mr 
Hang is due TO represent the nuclear power mdustryat 
talks with the government scheduled roopOT next 

.-The environment minister. Jurgen Trrttin of foeGreens 
- .tty, has annoyed the utility industry by prei^gf" 
Amendment to Germany's nuclear pow»regu^ons that 
woukf authorise shutdowns of reactors from zouz. 
onwards. Employers and unions say foe amend ^.. 
breaks Chancellor Gerhard Schrader s promise that the 
industry's future would be decided by voluntary Home- 

Workers’ councils at PreussenEletoa and 
companies have threatened to shut down reactora for sev 
era! hours if the government insists on premature closures 
of plants. Tony Barber, Frankfurt 
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THE AMERICAS 


Fate of Pinochet hangs in 
balance, but not in Chile 



14 cases in the 
courts, but few 
beJieve they will 
result in charges, 

say Imogen Mark 
and Robert Peston 

A solitary piece of graffiti 
on tbe cement banks nf 
the Mapocho river in 
Santiago proclaims: “Pino- 
chet is innocent!" The state- 
ment is a fair reflection of 
Lhe sentiments of the former 
dictator's hardcore support- 
ers. but ignores the Tact that 

the general has never for- 
mally been charged with any 
crime within Chile. 

If Jack Straw, the UK 
home secretary, decides on 
December 11 to turn down 
an extradition request from 
Spain and send the general 
back to Chile, the consensus 
there is that he will remain 
uncharged. 

There are 14 cases in the 
Chilean courts which seek to 
investigate his direct respon- 
sibility in the “disappear- 
ance" of political prisoners. 
These cases, brought by fam- 
ilies of the disappeared in 
March after Gen Pinochet 
left the army command to 


become a life senator, are 
among dozens which 
brought over the years, but 
the first which specifically 
seek to establish his part in 
the alleged offences. 

During his visit to London. 
Jose Miguel Insulza, Chilean 
foreign minister, has consis- 
tently cited the investiga- 
tions as proof his govern- 
ment is serious about trying 
Gen Pinochet. However, 
attempts by the government 
to raise the profile of the 
cases have failed. Ten days 
ago the supreme court 

turned down a government 

request it name a more 
senior judge to take over. 

According to Hector Sala- 
zar. a Chilean human rights 
lawyer, there are “no condi- 
tions" to try the general in 
Chile for crimes against 
humanity. “The [Chilean] 
government can promise 
whaL it likes." be says, “but 
once [Gen] Pinochet is back 
here there is a tacit pact 
between the government and 
the military that means he 
will not be prosecuted-" 

According to the UK Home 
OEfice whether the general 
races prosecution in his own 
country would be irrelevant 
to Mr Straw's decision. 


unless the Chilean govern- 
ment made a formal request 
for extradition. If it did, its 
claim would be assessed 
alongside the Spanish and 
Swiss ones. 

There were only four gen- 
eral considerations for the 
home secretary when decid- 
ing tbe general's fate. Of 
these, three - that the extra- 
dition request should have 
been properly made: that 
General Pinochet's alleged 
crimes should not merely be 
political: and that the 
offence be extraditable under 
British law - appear to pro- 
vide the former Chilean dic- 
tator with little hope he is 
about to be returned home. 

According to UK govern- 
ment members, the only pos- 
sible consideration which 
would allow Mr Straw to 

release Gen Pinochet would 
be his age and ill health, 
since the UK home secretary 
had the ability to refuse an 
extradition request on com- 
passionate grounds. 

in Chile the legal outlook 
is less clear cut. To interro- 
gate Gen Pinochet tbe inves- 
tigating magistrate Juan 
Guzman must get his parlia- 
mentary immuni ty as a sen- 
ator lifted. This means secur- 
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Pinochet supporters sing the Ghiiaan national anthem during demonstrations in Santiago yesterday AP 


ing an order from the 
appeals court, or eventually 
from the supreme court, if 
the fust court rules against 
it. To succeed Mr Guzman 
must produce evidence 
which links the general 
directly to the detentions 
and presumed deaths of the 
14 people named. To do so. 
he must prove they were 
taken by DINA, the powerful 
secret police force which 
operated between 1973 and 
1978. and that DINA was 
responsible to Gen Pinochet. 

DINA's demise was partly 
a consequence of its high- 
profile assassination of 
Orlando Letelier. a former 
Socialist minister, in Wash- 
ington in 1976. which 


attracted the wrath of the 
US government. 

According to Mr Salazar, 
Gen Pinochet could be 
forced to accept an interro- 
gation. He has the right to 
name where he will be Inter- 
rogated: his own home, for 
example, or army headquar- 
ters under the watchful eyes 
of his top brass. 

Mr Guzman Is said to be in 
favour of trying at least to 
discover the circumstances 
in which the 14 people died, 
before applying the amnesty 
and closing the cases. It will 
not look much like justice, 
but it may be the best he can 
get, says Mr Salazar. 

However the legal niceties 
are played out. public opin- 


ion in Chile has hardened 

against the general. Nearly 

70 per cent of Chileans 
believe lhe truth should be 
established and justice 
should be done", according 
to a Mori poH 
But Mr Salazar is not 
hopeful. Since Gen Pinochet 
left government nine years 
ago every attempt to bring 
him to justice has resulted 
in case “dismissed." he says. 
The crudest example he cites 
was an investigation into an 
allegedly fraudulent busi- 
ness deal between Gen Pino- 
chet's elder son, Augusto, 
and the army. Legal proceed- 
ings were finally dosed on 
orders of President Eduardo 
Fret, for “reasons of state". 
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By Gerard Baker in WasWnflton 

Members of the US Congress 
from both main political par 
ties said yesterday it was 
unlikely the House of Repre- 
sentatives would impeach 
President Bill Clinton if it 
votes on tbe issue as expec- 
ted In the next few weeks. 

Paul McHale, one of only 
two Democrats who have 
called publicly for Mr Clin- 
ton to resign over his alleged 
perjury in the Monica Lewin- 
sky case, and Peter King, a 
Republican, agreed propo- 
nents of impeachment lacked 
the votes necessary to win. 

"My guess is that it would 
go down on a party-line vote. 
It would be narrow, it would 
be close, but it's unlikely 
that the president would be 
impeached," said Mr McHale 
on NBC’s Meet the Press. 

“I don't believe there are 
the votes to Impeach. . . 
There are people like myself 
who don't believe it rises to 
an impeachable offence,” Mr 
King said. 

The House judiciary com- 
mittee, in votes expected 
I next week, is still thought 
likely to approve at least one 
article of impeachmenL The 
whole House would then 
vote the following week. If it 
voted to impeach, Mr Clin- 
ton would face a trial in the 
Senate on whether he should 
remain in office. 

If, as seems increasingly 
likely. Mr Clinton is not 
impeached. Congress will 
consider whether to censure 
him overthe case. In which 
Mr Clinton has acknowl- 
edged misleading the public 
and the courts over his rela- 
tionship with Ms Lewinsky. 

But the censure option is 


highly uncertain. Many 
members of Congress believe 
such a vote would be a poor 
precedent to set and could 
open the way for routine . 
congressional denunciations 
of federal officials. Even 
those who back a censure 
motion cannot agree on 
what it should say. Mr 
McHale has proposed a reso- 
lution condemning Mr Clin- 
ton for “lying under oath", 
but some Democrats have 
said they would oppose any- . 
thing that contained such 
strong language. 

Meanwhile a leading , i 
Republican senator said the£ ■ - 
power of appointing indepeh- 
dent counsels, such as Ken- . 
neth Starr, whose investiga- 
tion led to the impeachment 
debate, should be removed 
from the hands of the attor- 
ney general. 

Orrin Hatch, the chairman 
of the Senate judiciary com- 
mittee, said Janet Reno, tbe 
current attorney general, 
had failed to uphold the law 
last week when she decided 
not to appoint a special 
counsel to investigate allega- 
tions of campaign finance 
abuses by Vice-President A1 
Gore. "I'll do everything in 
my power to pass legislation 
that takes it away from tbe 
office of the attorney gen- 
eral." he said on ABC News. 

Ms Reno has a chancy, 
today to rehabilitate her re£jf, 
utation with Republicans' 
somewhat when she 
ann ounces her decision on 
whether to appoint another 
independent counsel to 
investigate Harold Ickes, Mr 
Clinton's former deputy 
chief of staff, over other alle- 
gations of lying and cam- 
paign funding abuses. 
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Business fails 
to stem Quebec’s 
separatist tide , 


E Timor 


By Edward Alden In Montreal 

When earlier this year 
Quebec's business leaders 
thought the separatist gov- 
ernment of Lucien Bouchard 
would easily be re-elected, 
they urged the opposition 
Liberal party leader, Daniel 
Johnson, to step aside and 
make way for Jean Charest, 
then leader of Canada’s fed- 
eral Conservative party. 

The passionate Mr Charest 
had been credited with sav- 
ing the country in the sover- 
eignty referendum of 1995. 
when his moving pleas for 
Canada touched the hearts 
of many Quebeckers and 
helped preserve a narrow 
victory for the federalists. 

He had the aura, the 
image of a winner, says 
Ghlslain Dufour. who led 
Quebec's strongest business 
group for 30 years and is 
now a consultant with the 
Montreal public relations 
firm National. But dow. on 
the eve of Quebec's provin- 
cial election, Mr Charest’s 
aura has faded and the busi- 
ness leaders who urged him 
back to Quebec are nowhere 
to be seen or heard. The 
gamble that Mr Charest 
would end the separatist 
threat is now looking like a 
failed ploy that may in fact 
make Quebec's separation 
from Canada more likely. 

The latest polls show the 
Liberal party trailing Mr 
Bouchard's Parti Qudbfecois 
(PQj by as much as 7 points. 
With Liberal support heavily 
concentrated in a small 
number of non-French 
speaking constituencies, the 
PQ looks poised for a land- 
slide victory. Yet strangely 
there is little sense of panic, 
or even much concern, from 
a business community facing 
four more years of the con- 
stant threat that Quebec 
may secede from Canada. 

"The dominance of sepa- 
ratist governments has 
become a little bit of a feet 
of life," says Jacques Garon 
of the Conseil du Patronat. 
representing Quebec's larg- 
est companies. “You have no 
choice but to adapt" 

While Quebec’s business 
community is staunchly pro- 
Canada, and would dearly 
love to see the PQ defeated, 
the risks of a vigorous public 
effort to defeat the govern- 
ment are seen to outweigh 
the rewards. 

Charles Sirois, president of 
Teleglobe, the telecomm uni- 
raUons company, tried with 
little success to recruit 
strong business candidates 
for the Liberals, but has kept 
a low profile in the cam- 
Pm«n- Only Laurent Lemaire 
of Cascades, the forest prod- 
ucts group, has openly 
endorsed Mr Charest 


There are several reasoJ|- 
for the silence. With the 
Quebec government account- 
ing for more than half tbe 
province's economic activity, 
companies simply cannot 
afford to antagonise the gov- 
ernment “The day after the 
election we have to knock on 
the door of Lucien Bouchard 
and Bernard Landry [the 
finance minister] and con- 
tinue to do business," says 
Mr Dufour. 

Second, despite Quebec's 
high taxation levels and 
heavy regulation, most busi- 
nesses are not unhappy with 
the Bouchard government It 
has nearly balanced the bud- 
get by making politically dif- 
ficult cuts in social spending 
and Montreal, the business 
centre, is being revitalised 
by fast-growing aerospace, 
pharmaceutical, biotechnol- 
ogy and software companies. 

Mr Chares t's campaign 
stumbled from the outset He 
initially promised to cut 
taxes by one-third and curb 
the economic scope of the 
provincial government. The 
platform, while popular with 
companies that have Cana- 
da’s heaviest tax burden, did 
not appeal to most Quebeck- 
ers. comfortable with a Euro- 
pean-style activist state that 
includes a powerful role for 
the province's labour unions. 

In the waning days of the 
campaign, Mr Charest has 
been reduced to a single 
note, promising no more ref- 
erendums in an effort to per- 
suade tbe two-thirds of Que- 
beckers who say they do not 
want another vote on sover- 
eignty at this time. But his 
last-minute pleas have bead® 
ineffective. 4 

“He made some bad deci- 
sions. and all of a sudden 
everybody disappears," says 
Yvon Cyrenne, a senior asso- 
ciate at tbe accounting firm 
of Raymond Chabot Grant 
Thornton, “I think business 
people are looking at Bou- 
chard and saying he's not 
that bad." 

All that harmony would 

evaporate overnight, how- 
ever, if Mr Bouchard 
renewed the drive for separa? 
tion. The premier has been 
sufficiently ambiguous, say- 
ing he will hold another ref- 
erendum only if there are 
wi nning conditions, that 
many Quebeckers think 
another referendum is 
unlikely. Mr Garon warns ; 
that companies that have i 
bfifin non-partisan in the 1 
election would champion the 
fight against separation. 

But they may have already 
spent their best weapon. If 
Mr Charest suffers a humfli- 
a ting defeat, his ability to 
lrad the pro-Canada forces in 
the next referendum will be 
seriously weakened. 
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By Avi Mactifts in Jerusalem 

Ariel Sharon, Israel’s foreign 
minister, was yesterday try- 
ing to persuade ministers to 
consider a staged unilateral 
withdrawal from Israeii- 
. occupied south Lebanon, 
ahead of ah emergency cabi- 
net meeting to rethink 
Israel’s policy there. 

So far. only a small minor- 
ity of ministers support the 
initiative, and the army 
objects to the plan. But Mr 
Sharon’s campaign is likely 
to intensify after the govern- 
ment concedes the failure of 
•its previous proposal, which 
envisaged a troop with- 
drawal In exchange for secu- 
rity guarantees by Lebanon. 

Mr Sharon, who as defence 
minister was responsible for 
the 1982 invasion of Leba- 
non. may yet emerge as the 
man capable of persuading 
the government to withdraw 
its troops. 

According to Mr Sharon’s 
initiative, an Israeli with- 


drawal would include a clear 
warning to Lebanon that. 
Israel would respond to any 
post-withdrawal attack with 
a tough counter-attack. 

In public statements yes- 
terday; Mr Sharon said be 
was in favour of “separat- 
ing” peace negotiations with 
Syria from efforts to reach a- 
solution -in Lebanon. How- 
ever, Benjamin Netanyahu, 
Israel’s prime minister, 
insisted Israel would leave 
Lebanon only with an’ 
“arrangement” to guarantee 
its security. 

Earlier this year, Israel 
proposed pulling its troops 
out of Lebanon on the basis 
of UN resolution 425. The 
(JN. resolution, issued in 
1978. calls for Israel's tonne-, 
diate withdrawal - from 
southern Lebanon. Israel has 
said it is willing to with- 
draw, but only with negoti- 
ated security guarantees. 
Lebanon and Syria have 
rejected Israel’s proposal, 
saying the UN resolution 



Kenya names 
bank debt 
politicians 


taraefi woman protesters urge ■ trooppufiout from Lebanon outside the prime minister's office in Jerusalem yesterday 


clearly states Israel’s obliga- 
tion to withdraw immedi- 
ately and uncdmhttonaSy. 

tabling the withdrawal 
proposal, Mr Sharon has 
sparked a new debate in a 
cabinet increasingly flus- 
tered by the military suc- 
cesses of HteboDah, the Leb- 
anese Shfa Islamist 
movement fighting to three 


Israel from its “security 
zone" in southern Lebanon. 

Yesterday’s emergency 
meeting followed the At&th 
of seven Israeli soldiers in 
southern Lebanon over the 
past two weeks. Israeli 
troops clashed with ffizbol- 
lah in southern Lebanon yes- 
terday. 

The casualties also revived 


a debate in Israel, with the 
public growing increasingly 
weary of Israel’s presence in 
Lebanon, officially aiwwi at 
protecting towns on Israel’s 
northern border. 

A Gallup poll published at 
the weekend in the Israeli 
daily Ma’artv showed Israeli 
support for unilateral with- 
drawal had g r o w n from 20 


per cent in September 1997 
to 40 per cent last week. 

"For the first time, the 
government is starting to 
realise that it may pay a 
price for staying in Leba- 
non." said Yossi Beilin, an 
opposition Labour deputy 
who heads a movement 
which supports unilateral 
withdrawal from Lebanon. 


Unions to challenge Zimbabwe ban on strikes 


By Tony Hawkins in Harare 

Zimbabwe’s trade unions 
■drill go to the courts today to 
ftyalienge a government ban 
on strikes annniinmd at the 
end of last week. The ban. 
referring specifically to 
strikes designed to exert 
political pressure, was 
imposed in an attempt to 
break the series of weekly 


one-day stoppages by the 
Zimbabwe Congress of Trade 

ITnirmc 

The unions cancelled last 
Wednesday's stoppage pend- 
ing today's meeting of the 
tripartite committee repre- 
senting government, employ- 
ers and the unions. With 
legal experts saying the gov- 
ernment ban was unconsti- 
tutional, the unions are keen 


to get a court ruling before 
calling further staya ways. 

The government’s decision 
to impose the ban underlines 
its growing sense of despera- 
tion in the face of hostile 
diplomatic and media reac- 
tion and de epening gJootQ ID 
the business community. 

No one expects today’s tri- 
partite meeting to achieve 
anything, though some bosi- 
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Australian to monitor 
E Timor troop activity 


, By Gwen Robinson in Sydney 

Indonesia has approved an 
' . Australian government 
, . request to send a military 
representative to East Timor 
vVmonitor troop activity. 
John Moore. Australia's 
defence minister, said yester- 
day. BJ. Habibie, the Indo- 
nesian president, agreed to. 
the request during talks 
with Mr Moore in the part 
city of Surabaya at the week- 
end. 

The public nature , of the 
request - and its approval - 
were unusual, given the 
Indonesian government's 
sensitivity over East Timor 
and frequent charges by 
human rights groups of mili- 
tary brutality on the island. 
US government officials 
recently expressed concern 
about renewed violence i» 
) East Timor, citing “credible 
reports" of civilian deaths 
during recent military activ- 
ity. 

Australian officials said 
Mr Habibie's decision high- 
lighted Canberra's policy of 
“positive engagement" with 
Indonesia’s armed forces. 
They said it also showed 
that the "special relation- 
ship" between the two coun- 


tries’ armed forces had not 
been damaged by Australia’s 
cancellation earlier this year 
of exercises involving its 
Special Air Service and 
Indonesia's Kopassus special 
forces, which were impli- 
cated in human rights 
abuses. But critics said the 
visit would put Canberra in, 
an awkward position if there 
ware adverse findings. 

A military attache from 
Australia's embassy in Jak- 
arta would visit East Timor 
from Tuesday and would 
have "unrestricted access" 
to examine troop numbers, 
force structure and deploy- 
ment, Mr Moore said. The 
attache would also look at 
the relationship between the 
Indonesian troops and local 
communities, and would 
“report back any other sensi- 
tive matters he might pick 
up," he added. 

Mr Moore, who took the 
defence portfolio last month, 
said Mr Habibie bad rejected 
a request for an Australian 
government official to inves- 
tigate the deaths of five Aus- 
tralian journalists in East 
Timor in 1975. The Austra- 
lian government recently re- 
opened an inquiry into the 
deaths after a Timorese wit- 


ness came forward and 
accused Yunus Yosflah, 
Indonesian information min- 
ister. of ordering the killings 
when he was special forces 
commander in East Timor in 
the 197 Qsl An official Austra- 
lian report in 1996 said toe 
journalists were caught in 
crossfire during a border 
gktwnteh on the island. 

Mr Moore said he had 
“forcefully put" Australia's 
human rights concerns 
about East Timer to both Mr 
Habibie and General Wir- 
anto, the Indonesian defence 
chief. But he did not discuss 
the Australian parliament’s 
decision last week to launch 
a Senate inquiry into policy 
on East Timor. 

Mr Moore urged the 
inquiry to display "sensitiv- 
ity" toward the Indonesians. 
“We all want to know the 
truth, bat at the same tune, 
it’s no good going around let- 
ting go a whole lot of red 
herrings which ultimately 
only embarrass Australia." 
be said. 

Indonesian forces invaded 
East Timor, a former Portu- 
guese colony, in 1975. Jak- 
arta annexed the territory a 
year later, a move not recog- 
nised by the United Nations. 


CONGO CONFLICT CAUTIOUS FRENCH CLAIM IMPORTANT P ROGRESS 

African states agree 
ceasefire in principle 


By Robert Graham In Paris 

A fresh attempt at resolving 
the conflict in the Congo has 
been taken with an agree- 
% ment in principle on a cease- 
Iflre by the main states back- 
ing the regime of Laurent 
Kabila, and the rebels oppos- 
ing him. 

The accord follows intense 
diplomatic activity over the 
put four days in Paris on 
the sidelines of the 20 th 
Prance-Africa summit 
attended by 49 African lead- 
. ers plus Kofi Annan, the 
United Nations secretary- 
general. However, French 
officials remained cautious 
yesterday while saying 
important progress had 
been made to end the rebel- 
lion. 

The- main doubt focused 
on the rebels fighting 
against Mr Kabila who hold 
large tracts of territory in 
the east of the Congo border- 
ing Uganda and Rwanda. A 
l delegation from the rebel 
Movement for Congolese 
Democracy iRCD) was in 
Paris during the summit but 

was not accorded official sta- 
tus. 

A rebel spokesman said 
yesterday the Paris accord 
had no validity. The first 
step ' had to be a deal 
between the rebels -and the 


Kabila regime in Kinshas a, 
which the ROD labelled a 
"dictatorship”. 

-But over the weekend it 
was far from clear what 
degree of autonomy the reb- 
els enjoyed from their back- 
ers in Uganda and Rwanda. 
The biggest breakthrough in 
the diplomatic contacts in 
Paris was the apparent will- 
ingness of Pasteur Biri- 
mungu. the Rwandan leader, 
and Ugandan president 
Yoweri Museveni, to back a 
ceasefire agreement. 

Their commitment was 
highlighted over the week- 
end by the UN secretary- 
general. Mr Annan helped 
broker tense . contacts 
between Mr Kabila an d Pre s- 
i dent Museveni, his former 
mentor, who was an impor- 
tant backs' of his bid to top- 
ple the corrupt Mobutu gov- 
ernment In Kinshasa. 

At the beginning of Sep- 
tember an abortive regional 
summit was staged at Victo- 
ria Falls in Zimbabwe, and 
until now both Rwanda and 
Uganda have been reluctant 
to admit the extent of their 

involvement in backin g the 

- Congolese rebels. In contrast 
Angola, Namibia and Zim- 
babwe have made no secret 
of their despatch of troops 
and military .equipment to 
help bolster Mr Kabila. 


The next step is expected 
to be a meeting in the Zam- 
bian capital, Lusaka, in early 
December at which the 
ceasefire will be initialled. 
This will then be signed at a 
special session of the Organi- 
sation of African Unity in 
Ougadougou, the capital of 
Burkino Faso, on December 
17-18. 

The agreement centred on 
a withdrawal of all outside 
forces and the subsequent 
despatch of an African 
peacekeeping force, hope- 
fully to be funded by the UN. 
The peacekeeping force 
would primarily guarantee 
the frontiers between Congo 
and Rwanda and Congo and 
Uganda, while monitoring 
the movement of Rwandan 
Hutu rebels with bases 
inside the Congo. 

If the weekend accord is 
consolidated it will mark an 
important achievement for 
French diplomacy. Less than 
a year ago Paris was seen to 
have lost a traditional 
sphere of influence noth the 
overthrow of Preddent Mob- 
utu and the arrival of Mr 
gflhTfei hacked by US-assisted 
allies. Mr Kabila threatened 
to take the Congo out of the 
association of francophone 
states, and lambasted Paris 
with accusations of neocolo- 
nialism. 


ness leaders will use the 
chance to warn the govern- 
ment that a ban on strikes is 
counterproductive. 

After the meeting the gov- 
ernment is expected to 
declare its hand on foreign 
exchange policy at a meeting 
between the governor of the 
Reserve Ra nk of Zimbabwe 
and bank chief executives. 
Bankers predict that some 


exchange controls will be re- 
introduced, possibly includ- 
ing an attempt to peg the 
exchange rate of the Zim- 
babwe dollar to between 
Z$25 and Z$27 to the US dol- 
lar compared with a current 
free market rate of ZB37.3. 

President Robert Mugabe 
is planning to break his jour- 
ney in London after attend- 
ing the Parts Africa summit 


Although it is not an official 
visit he is expected to raise 
the issue of British funding 
for Zimbabwe's land resettle- 
ment programme. 

Mr Mugabe insists Britain 
has yet to meet in full its 
pledge at the 1979 Lancaster 
House conference, which led 
to the country's indepen- 
dence, to assist in the cost of 
a redistribution programme. 


By Hark Turner 
and Michael Holman 

Western donors yesterday 
welcomed the Kenyan gov- 
ernment's dramatic decision 
to name leading politicians 
who are among the debtors 
of troubled local banks. 

A list released late on Fri- 
day by the Centra] Bank of 
Kenya, and published in 
local papers, includes Nicho- 
las Biwott, one of the coun- 
try’s most powerful cabinet 
ministers, and Raymond Kip- 
ruto. a son of president Dan- 
iel arap Moi among minis- 
ters, members of parliament, 
and leading businessmen 
with shares fn companies 
owing substantial amounts 
to troubled banks. 

According to the central 
bank list, Mr Biwott, minis- 
ter for East African coopera- 
tion, owed the failed 'Dade 
Bank Ks708m (Si 1.8m). 

The disclosure of the 
names is seen by donors as 
evidence of tougher financial 
discipline before next 
month's talks on the renewal 
of a $ 220 m IMF loan pro- 
gramme. suspended in mid- 
1997 after the government 
felled adequately to address 
Fund concerns about corrup 
don. 

“It is a welcome step," said 
a leading donor official last 
night, "but we will want to 
see it followed up.” 

“The list of 87 debtors 
reads like a Who’s Who of 
Kenya’s political and 
business landscape." com- 
mented the Daily Nation, 
a Nairobi daily paper. 


Last week the government 
mounted a Ks2bn ($33. 6m) 
rescue operation for the 
National Bank of Kenya 
(NBK) after a run on depos- 
its. Between them the listed 
debtors owe the NBK more 
than Ks&4bn. Hie bank. In 
which the government has a 
minority stake, is the coun- 
try's fourth largest 

Last Monday the Central 
Bank appointed a debt 
adviser to the NBK, and 
executors say the bank has 
regained stability. “Naming 
politically correct persons 
signals a new ball game for 
NBK." Andrew Hamilton, 
the new adviser, said. 

“I think the government 
wants to say that the 
National Bank will no longer 
play it politically any more. 
It has to run commercially." 

A series of court injunc- 
tions have held up efforts to 
recover the money. “It will 
obviously step up the 
momentum of repayment," 
said Mr Hamilton. "The fact 
that the public is fully aware 
might influence the court to 
stop giving out injunctions 
that unfairly delay debt 
recovery." 

Simeon Nyachae, minister 
of finance, said a cash injec- 
tion would be paid to NBK 
as partial compensation for 
around Ks3.1bn in non-per- 
forming loans taken out by 
state-owned companies 
between 1960 and 1998. 

Opposition MPs and 
church leaders over the 
weekend demanded the res- 
ignation of public figures on 
the central bank lists. 


Great homecomings guaranteed. 
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STATE ELECTIONS REVIVED PARTY UNDER SONIA GANDHI MAKES ITS BEST SHOWING FOR DECADE AND DEALS A HEAVY BLOW TO THE BJP 


can 


Congress makes a 
comeback in India 


By Mane HWiofeon In New DeBd 

A jubilant Indian Congress 
party was yesterday hailing 
its best electoral showing in 
more than a decade after 
sweeping Bharatiya Janata 
party (BJP) governments 
from power in two state elec- 
tions while unexpectedly 
holding on to power in a 
third state balloL 

Congress scored a crush- 
ing victory in Rajasthan and 
swept to power in Delhi - 
both tradiuonal BJP strong- 
holds - while winning a sur- 
prise majority in Madhya 

Pradesh state. Congress lost 
power in the smaller, and 
less politically critical, state 
of Mizoram in the north-east. 

Congress headquarters in 
Delhi were a festival of danc- 
ing and banner-waving as 
activists hailed the result as 
Congress's best since Rajiv 
Gandhi, the former Indian 
prime minister, swept back 
to power in the mid-1980s. 
The results are a sharp 
revival of fortunes for the 
party-, which ruled India for 
-15 years but which appeared 
moribund a year ago. 


Though the state polls 
have no direct bearing on 
the BJP-led central gover- 
ment coalition, the national- 
ist party’s severe reverse at 
the polls and the resurgence 
or Congress, the biggest 
opposition party and India's 
oldest party, presage a fur- 
ther period of political insta- 
bility In Delhi, with the 
BJP's fragile 18-party coali- 
tion certain to come under 
intense pressure. 

The polls have been widely 
viewed as a referendum on 
the performance of the eight- 
month-old BJP coalition. 
Congress hailed the result as 
a “very strong anti-BJP 
vote''. The BJP holds just a 

thin parliamAnlar y majority 

and is already beset with 
infighting among coalition 
members. 

However, Sonia Gandhi, 
the Congress president, who 
took the ailing Congress par- 
ty's helm in April and is 
widely credited with restor- 
ing its discipline and motiva- 
tion, said she would not 
hurry to destabilise the BJP- 
led central government. 

Mrs Gandhi, the Italian- 


born widow of the former 
Congress prime minister 
Rajiv Gandhi, said the party 
would wait to see if the BJP 
coalition collapsed, rather 
than try to precipitate moves 
to topple it 

“We don’t believe the Con- 
gress party is now in a posi- 
tion to bring down the gov- 
ernment, “ said Jairam 
Ramesh, a Congress party 
secretary. “Our political 
reading is that we should 
come to power In a clean 

manne r 1 * 

Atal Behari Vajpayee, the 
BJP prime minister, said at 

the weekend that the sharp 

poll reversal would not 
affect his administration. He 
told foreign investors, gath- 
ered for this week's World 
Economic Forum meeting in 
Delhi, that volatility in 
Indian politics would have 
“no fundamental impact on 
the process of economic 
reforms in this country”. 

Nevertheless, a dearly rat- 
tled BJP summoned leaders 
of its regional allies for 
meetings to shore up sup- 
port, with the winter session 
of parliament due to open 



Sana Gandhi, Indian Congress party leader, gree ts de li ghted supporters in New DeH yesterda y 


today. Some coalition part- 
ners have publicly criticised 
the BJP central government 
for poor administration and, 
in particular, presiding over 
steep vegetable price rises in 
the past few weeks - the 
dominating issue in the state 
elections. 

The election result seems 
certain to galvanise other 


opposition groups against 
the BJP during the parlia- 
mentary session. Some have 
th r»gt«>n pH to table a motion 
of no confidence immedi- 
ately parliament reopens. 

Whether or not the gov- 
ernment is so tested, a politi- 
cally stormy session - with 
just IS working days sched- 
uled - may threaten passage 


of a number of long delayed 
and economically important 
bills. These include bills to 
open the insurance sector to 
private and foreign groups, 
moves to amend trade patent 
laws in line with World 
Trade Organisation obliga- 
tions, and new laws to 
update antiquated foreign 
exchange controls. 


NOTICE 


TO BEARER SHAREHOLDERS IN THE AETNA MASTER FUND 

Socfete tftnvestfssenwnt k Capital Variable 
Registered Officer. 21 avenue do la Uberte. L-1931 Luxembourg 
AC. Luxembourg B 32 557 


Transfer of Aetna International Rinds business to Aberdeen Asset 
Management PLC (*Aberdeen*) 

Proposed Merger of Ihe Aetna Master Fund fAIIP^ into The Aetna 
International Umbrella Fund, to be renamed Aberdeen Gtobal 
("Aberdeen GtobeT) 

FpUrnr.mq the acquisition by Aberdeen Asset Management PLC 
fADeraeen'i of the Aetna international Funds busness tram Aetna 
InieinalieMl. Inc r Aetna Hematianan. we are nforming you about 
certain proposed changes that affect your kiwestmant m AMF and 
to request your approval ol these changes 

How is the Aetna Master Fund affected by the merger proposal? 
Aberdeen Asset Managers United fAAML*), part of the Aberdeen 
Group has laken over from Aetna International as the promoter 
vruh Aberdeen acting as co- promote’ of AMF and the Aetna 
Imemanonal Umbrella Fund wheh. subject to the approval of its 
shareholders, unit be renamed Aberdeen Gtobal with effect from 
I January. 1999 

in aider to comptener n the range of Funds bong ottered by the 
Aberdeen Groiqj, you board of directors has approved m prinapte 
a merge proposal (the "Merger Proposal*) between AMF and 
Aberdeen Global 

Aberdeen Global is a SJCAV organised inder Part I of the 
Luxembourg Lav of 30 March 1988. as is the case for AMF This 
merger vrti bring you FukHsj withn a single Luxembourg SICAV 
which isrii become the core international investment find product 
lor the Aberdeen Group with xnmedbtd result art aconorrte a of 
scale and retafflve cost savings through stopfer management and 
atfcnw&ialian fi will turner resull n wider investment opportirities 
os you have the opportunity to switch between a broader and 
more comprehensive range of finds 

Acccrdirg to the merger proposal AMF wil. an 29 January 1999 (or 
such other oote as may be agreed) be merged into Aberdeen 
Global and Ihe assets and baUkbes of each turd of AMF wP be 
carjnbuled mto the nearest equivalent Fund withm Aberdeen 
Gtobal «nh the closest, and n many (but not aft) cases, identical 
investment objectives 

With elfea from 1 January 1999. or as soon as posetote t h erea ft er. 
Aberdeen Gtobal will bo Known as ABERDEEN GLOBAL and wil 
cfler ihe loltoivmg Funds 

Specialist Funds 

A.-neican Smann Comparer's Fund 
Eircigmg Asia Fund 
Emerging Europe Fund 
Lai ■» Anwfija Fund 

UK Smaller Companies Fund 

Reg ctvJ Equry Funds 
Artvicor. Equity Fund 
Asian c?j:!y Fund 
AucrralLS'iin Equity Fund 
D*ah Eaiu.*y Firvl 
Eurcpi’jn Edu-fy FuU 
-:i»ich Equity Fund 
ji’m’.'-i Eqvh Fund 
•V, EcsV Fund 

Fund 

Vj! rvv.n.i' Companies Fund 
UK Equtv Fund 

Bond Fund* 

AifJ-.ia.van Bnnd Fund 
Can. t.: _-:i DM.* Bond Fund 

, 1 ? tv lonamed ’EuroT Bond Fund* 

Kr/! - i ,.*>j go. -id Funs; 

\f.Tvrrvs Eszvexi Bond Fund 
tj’r' i-p Bona Fund 
L'S L B-mo c LPd 

Reserve Funds 

Cv uT.-in v*. ■? tv icrumnd Eiffot Bored Furd' 

StlTfxj Pmt Furd 
L.C Co'.ir Rrrprve Fund 


“ ftr i.T. • c--* 1 mi 


Trv W 'u’rx ol vjdi fund «wH be preceded by the name of the 
S'CAV "AbcTdewi Globar 

7 ‘a. CLSfediAn of Aberdeen Global n Banque IrnernaturvUo h 
L.vrrrrcr.tq ot 69 rouie dEsch L-2953 Luxembourg, which >s also 
:m- zuauoon cl AMF and the rcffacrod office ol Aberdeen Gtobal 
■s 21 avenue de to Liberia. L-1931 Lu»prnt>curg The Adrwusfrafor . 
Ri'j.sfrai and Transfer Agenl is Aetna International Global 
l , n,i?f*mef.! Servers SA to be renamed Aberdeen Investment 
Spvws S.A 

if IV rrrerner £ approved and you pc&hvoty mdrcarc you dcsiro 
i?ce bc'pw tor drtailsi you wdl. on 39 January 1999. or as soon as 
poswtfe thcicaflcr. automatically rccene a number of regtdcnrd 
LTrccrtitrooti'd accurmiaion shares (Class A-2) r ihe nearest 
CQir-vdieni Fund in Aberdeen Global lo you current mestment in 
AMF aii'prtfing to too totovmg table 

Current Fund wfthin AMF 

Ausrian National Equty Fund’ 

Aacfra'asun Notarial Equity Fund 
Be'GcinlroerTttsng National Equity Fund* 

Cutin NaliOnal Ecwty Fund 
French Notional Equity Fuid 
German National Equity Field 
Hjrtg hong Notional Equfly Fund’ 

Jiaon National Equity Fund 
Japanese National Equity Fuid 
Spa-ftsh National Equly Fuid’ 

Lrvred fungdom Noionai Equity Fund 
Unfed States Donar Reserve Fund 

Equrvteem Aberdeen Gtotul Fund 

European Equity Fund 
Australasian Equity Fuid 
European Equiv Fund 
DiCiti Equity Find” 


French Equity Fund” 

German Equty Fund” 

Asian Equity Fund 
Itafcar Equty Fuid” 

Japanese Equity Fuid 
European Equity Fund 
UK Equity Find 
US Defer Reserve Fund 

* No tfrectfy equvaieni Fund is avadable or proposed 

” These funds ae bong speriRcafly created to fsa&tate 8 m 
merger proposal and wM be activated by the merger. In each 
case the launch pnee w* be 10 Euos. 
ft ShoUd be noted by investors in Ihe Austrian National. 
BeiglarVLuxembourg National, and Spanish National Equty Funds 
that the base cuirency d the Aberdeen Global Euopaan Equty 
Fuid is US daHara whereas their shares n the respectVe Funds, 
vrtxch wtl be oechanged lor shares xi this Fund under the merger 
poposai utess shareholders indicate otherwise, era curamiy 
d e nomtn a i o d in ihe respective rittonal currency. In addtton. the 
nvestment objectfea ol the Aberdeen Gtobtt European Equity Find 
is tong-temi capital growth hough nvestment pnmarfly in eqUbes 
and equty-relaied Secwties of corporations listed primary on the 
major stock exc h ange s of Europe, excluding the tinted Kingdom. 
Thre is a much broader investment abjective than those of the 
Austrian Nations!. Belgfan/UBembowg National, and Spanish 
National Equty Fmds. 

New regsteed u noert i ca te d shares m the appropriate Fund of 
Aberdeen Gtobal wil be aBocafnri. without mftal charge, to those 
bearer shareholder who positively oqvess their deare, (see below 
tar detads) in the respective Find of AMF on toe baas of the 
ragistef of shareholders as at the effective day of the meger which 
Is antnpated lobe 29 January 1999 The number of new shares to 
be Issued, eidudng e nW ement to fractional shares, shal be based 
on toe ratio of acfiange wtxdi corresponds to the nei asset value 
per share of such new shares as com p ared to the net asset vahje 
per share d the Fund wtxch is being discontrued on toe effective 
day of toe merger 

The costs of toe merger wd be borne by toe mergng fmds with the 
cost spit between them The total costs of the merger are not 
expected to exceed USS75000 

Introduction of the Euro 

As you w* be aware. Euopean Monetary Union « scheduled to be 
■npiefnentedwrth effect from 1 January 1999 and the Euro is due to be 
estabished bom tfxs data The diectors therefore propose that in 
oniopaiion of tfxs event toe base curenoes d toe Duch National 
Equty. French National Equty. Gerntan National Equty and Italian 
Natrona! Equity Funds wti be denomnawd in Euros with effect from 
1 January 1999 

Features of Aberdeen Global 

Aberdeen Global operates in a very smte way to AMF but has the 
toAowng detmgushmg features 

t) The Investment Manager's Fee wil be 1 5% per annum m toe case 
d the Specttfet and Regional Equity Fmds. 1 25% pa. m toe case 
of the High Yield Bond Fund 1 00% p a m the case ot other Bond 
Funds uxf 0 75% p a m toe case ol toe Resene Funds Afthou^i 
these fees are up io 0 50% per annum rtgher than the fees in you 
current Funds, ratal expense raes are sgraficantly loner due to toe 
economies of scale tound with a larger SICAV 

2) The rrwwnum rrehol and subsequent subsenpnon amount is 
US$1,500 or currency equivalent compared to U S$2.000 far AMF 
and a rrwwnum residual hokJmg of 100 shues. 

3) Aberdeen Global does no offer bearer shares: graces an only 
currently offered in regqtered form. Exssng holders of bearer 
Shares musr deliver ther cemficaies lor re£pstratxxi ol their holding 
as uncernfiC3ted shares or redemption of then shares 

4) Aberdeen Gtcbai mrends to o flu accumulating shares for each 
cfasa ol share which are categcnsed as A-2 and B-2 fa Oass A 
and Class B shares respectively As with AMF. these Siares do not 
declare dwdenes but instead toe income will be aggregated in 
toe net asset values of the shares In aatfrnon. Aberdeen Gtobal 
menas to offer dwdene bearing shares tor toe Bond and Reserve 
Funds winch will be categonsed as A-1 or B-1 shares for Class A 
and Ctass B shares respectrveiy The Soeoahst and Ffegnnal 
Equty Funds wil ortv have acaxnutatmg shares I A-2 tor extstxig 
Ctasc A and B-2 far eusong Class B) store income is not generaRy 
a pwnary concern of mvestcni when investing m long term growth 
equry funds 

5) Aberdeen Global <s nor currently legstued tar marfeeang in 
Belgium, although an application to marvei Aberdeen Gtobal m 
Befgum c planned during 1999 Aberdeen Global s addOtonafly 
registered far nxWe-jng in Hong Kong. Tawran and fretand. 

6) The accounting year of Aberdeen Global currently runs to 
3f December but is an&cpasd to be c ha nged to 30 September 
with a nine maim accounting penoarurtwig to 30 September 1999 
to accomplish this by way of transition The Annual General 
Meeting s curertiy hew on 21 May buL subject to shareholder 
approval, alter 1999 wit) be heU on 21 February or the next 
business day *n Luxembourg if that day is not a business day 

7) Shares ol one ponton may be converted no shares of another 
portfolio subjee ro a switching charge ot up to i% of the Nei Asset 
Value of the stares bang switched ^cunUaimg shares may be 
converted into dstnbutran shares and vice versa tw R « not 
posable to watch baween cfess A and class B types of shares 
anoe the safes charge structure vanes. 

8} Deahng Charges Aberdeen Gtobal fas the provision to adjust toe 
net asset value per snare by a charge of up to 1 5% for the 
5pecu5st and Regional Equey Funds and up to 0.5% for toe Bond 
and Reserve Fmds at times when it is necessaiy to reded toe costs 
of executing parecute transactions withm a Fund. The prmstofi 
does not oost m AMF 

91 Redempaan Chafes- AMF cmen8y has toe pro vis ion to charge a 
0 5S redemption charge on aft Funds except toe Urwed States 
Delia: Reserve Fund. Aberdeen Global has toe provision to charge 
a 0 5% redemption charge on an toe Fmds (mefudmg Aberdeen 
Global US Ddlcr Reserve Fund) 

Change of Fund Managers 

Through toes offices in Aber d een. London. Dtffin. Fort Laudentofe 
and Singapore toe toerdeen Group has a gtobal investment 


capabdly. Going Idrvvard. fr is Aberdeen’s mrention to menage the 
Funds that it sponsors from internal resources. Aberdeen have 
presented their Investment track record to the board of <$rectors 
and the investment Manager of AMF In the vast majority of cases, 
the investment performance of the Aberdeen Group n managing 
Write Funds compueswel vrth toai of toe funds wiiffin Aberdeen 
Global and n some instance s it is demonstrably better. 
Acondfrigly. toe Investment Manager proposes lo apport the 
appropriate Aberdeen Qrcup entity as Fund Managa of toe 
respective fund within Aberdeen Gtobel with effect from 1 Janisy 
1999 (or Bucto later date as may be agreed) as foflows. 

Austrian, Belgtan/Lucemboug. Dutch. French, German. ttaSan. and 
UK National Equty Finds and toe Urated States DoBar Reserve 
Funds writ be managed by Aberdeen Asset Managers Limited. 
London 

Australasian, Hong Kong and Japanese National Equty Finds wiO 
be managed by Aberdeen Asset Management Asia Limited. 
Sngapore. 

Change of Directors 

Foliowing toe adaption ol AAML and Aberdeen as the new 
promot er and co-promoter, the cfirectors of toe Company who 
represented Aetna Intern a ti o nal resigned and the foBowng were, 
appointed In their place: 

MartSi Qbert Chief Executive of Aberdeen 
Peter Hemes Dsectcr of Abardeen Asset Management Asia 
Umtted i 

Bev Hendry. Director of Abadeen ance 1991 and Chief 
Executive Officer of Aberdeen Fund Managers 
Inc., the Aberdeen Group's U.S. Fund 
Management Company since 1995 
Graeme SncfeJr Managing Director Europe. Mddta East' and 
Africa oi Aberdeen Asset Managers United, 
head of Aberdeen Profiftas Dublin and 
Lioemboug offshore fund marketing group 
and is a dtreaor of Aberdeen investment 
Services S A 

Hugh Young. Managing Director of Aberdeen Asset 
Management Asia Limited, Director oi 
Aberdeen and mrotved In the management of 
the Aberdeen Asset Management Grain's Far 
Eastern managed funds since 1985 
Aetna International Fund Managers Limited, the investment 
Manager and Detrixjtor of the Company, is being acqured by 
Aberdeen as part of toe trmsaction and wil m futue be known as 
'Aberdeen International Fund Managers Untied' 

What da I have lo do to vote at the Extraordinary General Me eti n g ? 
Holders of bearer shares wishing attend toe meeting must deposit 
thee bearer share certificates five business days prior to Ihe 
meeting af- 

Sharehakter Service Centre. Aberdeen Investment Services SA. 
21 avereje de la Ubert6, L-1931 Luxembourg 
The proposed resolutions lequfre a majority of 75% d the votes 
cast and the quorum necessary for the meetng is 50% of toe 
shares in issue, in the event that there is no quotum at (he meeting 
then the directors would propose to convene a second 
E xtr aor d in ary General Meeting on 29 January 1999 at which no 
qjarun wntid be neceasaiy to considar the proposed busness. 

What do I have to do to receive stares In Aberdeen Gtobal? 

To recaw regsaned mcenfeaed accumtiation shaas (dess A2) in 
the nearest ec^tivaient Fund in Aberdeen Gtobal to you current 
xtvegtment In AMF a ccording » the etxwe table you -have to ' 
deposit jtour bearer share certificates five buaness days before ■ 
29 January 1999 (or such other dele 83 may be agreed) at- 
Sharehokter Service Centre, Aberdeen Investment Services SA. 
21 avenue de la Ubette. L-1931 Luceirfcoug 

if you do not want receive shares registered uncertWc a ted shares 
In Aberdeen Global or you wantto receive cash or you do nothing? 
Those bearer shareholders who either do not want to receive 
regstered uncertificaied shares in Aberdeen Gtobal or who do not 
deposit their share certificates five businesa days belore 
29 January 1999 (or such other date as may be agreed) win 
become ended to receive the cash equivalent value ol their AMF 
Bearer Certiacates on the date of toe merger toOowmg toe deposit 
of their bearer share certificates at- 

SharehDWer Service Cerare, Aberdeen investment Services SA. 

21 avenue de la Libert! L-1931 Luxembourg 
Alter a period of three months proceeds not clamed wH be 
deposited at the Cause de Consignation to Uwembcurg. If rat 
ctamed wtihsi 30 yeara they shafl be forfeited. 

Shareholders who do not agm with any of the proposed 

changes are oOered the opportunity to redeem their bofcSngs free 

of ray redemption charges which would ot he rwise tppfy datng 

a one monto period commencing from the date of this letter. 

Other Information 

Shareholders are recommended to contact their normal 
professional finanett adviser it they are in .any doubt as to the 

couents oMhs letter and hravthe proposed changes may affect 

their personal financial pcaion or their ox consequences. . 

The new prospectus d Aberdeen Gtobal may be obtained, at 
request after 1 January. 1999 by contacting the $hjjehc5d« 
Service Centre. Aberdeen Investment Services SA. 21 avenue de 
la Uberte, L-1931 Luxembourg. The new Articles Of incorporation of 
Aberdeen (Sobol wdat3o be avaiiabfe (or inspection at toe adcke83 
. and copies Mi be provided on spedic-requesL 
H you haw any questions or would ike any miner information 
pfesse.contect ts 8 our registered office. 

Tho board of cSracWts of AMF unanimously beGaw that these 
changes are in the best interests of sharehoWets andJccordftfy 
recommends than. You ae recommended to vote in femur of (he 
proposed resolutions. 

. lor axi on behalf of 

The Board of Dteclore of ; 

-- The Aetna Master Furid 

• ■' AETNAMASreRFUtiD. 


Malaysia slips 
deeper into 
recession 


By SheDa McfcUftr m Shgapore 


Malaysia’s recession 
deepened tatter in the third 
quarter, when the economy 
contracted 8.6 per emit on an 
annual basis, the country's 
central Tank announced at 
the weekend. 

Bank Negara indicated 
it would have to revise 
its forecast of a 48 per cent 
decline in gross domestic 
product for the year. 

Manufacturing, which 
accounts for a third of GDP. 
was largely to blame, shrink* 
ing 148 per cent in the third 
quarter. 

It js too soon to use the 
figures to judge Malaysia's 
unorthodox route out of its 
economic crisis, analysts 
say. Under the high-profile 
leadership of iWnhwtHir Moh- 
amad, the prime minister, 
the country eschewed 
hi» )p from the international 
Monetary Fund, imposed 
capital controls and pegged 
its currency. This, it hopes, 
will make it possible to pur- 
sue unconventional policies 
without enduring the puni- 
tive reactions of the markets 
that have plagued other cri- 
sis-ridden countries in the 
region. 

In neighbouring Thailand, 
which has pursued an ortho- 
dox' IMF recovery strategy, 
official figures show that the 
economy will contract by at 
least 7 per cent in 1998. 

Economists say that it is 
next year's figures that will 
count in any judgment about 
which economic strategy has 
proved the more effective. 

Malaysia’s central bank 
governor, Ali Abu Hassan 
Sulahnan, ' insisted recent 
improvements in export 
growth, sales of passenger 
cars, and an increase in loan 
approvals indicated the con- 
traction had bottomed out. 
“It looks as if the worst is 
over and we can look for- 
ward to a gradual recovery 
of the economy." he said. 

But economists remained 


cautious. Although they 
agreed there were some 

encouraging signs 

they are worried about the 
^miring system, which went 
into the crisis with domestic 
debt at 170 per cent of GDP, . 
the highest ratio in south- 
east Asia. 

Some economists fear, 
inotoad of paving the way for 
a thorough clean-up of the 
^miring and corporate sec- ■ 
tor, Malaysia's foreign 
exchange . controls are 
onahUng the authorities to 
employ unorthodox means to 
save even the most poorly 
managed institutions, which ,■ j- 
will qp»ke it more difficult to f . 
achieve sustainable recov- 
ery. 

Bankers say the central 
H?nif has threatened to sack 
tf they do not provide 8 
per cent loan growth by 
year's end. a target which 
would force many to lend to : 
unworthy borrowers. The ; 
authorities changed the clas- 
sification of non-performing 
loans to those in default for 
six months, instead of the 
internationally recognised 
three, to convince banks 
they are in a good position 
to lend. 

The central bank Insists 
that the banks are being too 
cautious and that it is well 
on its way to reviving the 
Hanking system. Thirteen of.. . 
the 36 banks have signed# ’ 
agreements to sell M$lA6bn^r 
($4.9bn) in non-performing 
limns (36 per cent of all non- 
performing loans at the end 
of September) to a company 
established by the govern- 
ment to buy and revive 
them. The agency estab- 
lished to recapitalise the 
institutions has put 
M$4.55bn into nine of them. ' 

Analysts say Malaysia is 
desperately seekingjoreign 
money to complete its 
revival but refuses to seek 
IMF assistance, open farther 
to direct foreign investors, or 
pay the premium demanded . 
by global bond' markets. 
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Manila 

economy 

2- - 


market 

forecasts 

By Tony TasseH in Manila 


The relative resilience of the 
Philippine economy in the 
face of the Asian economic 
crisis has been highlighted 
by the release of better-fhan- 
expected economic data for 
the third quarter. 

The gross domestic prod- 
uct data confirmed the econ- 
omy had slipped into a mild 
recession but had been 
spared the worst of the eco- 
nomic turmoiL 
The data showed the Phi- 
lippines’ GDP contracted by 
a m a rg i n a l 0.1 per cent in 
the third quarter, compared 
with, a year earlier. After a 
0.8 per cent foil in the second 
quarter, compared with a 
year earlier, this meant the 
economy had technically 
slipped into recession under 
the definition .of 
two successive quarterly 
contractions. 

The result was much bet- 
ter than the markets expec- 
ted. The economy would 
have performed even better 
in 1998 but fora drop in agri- 
cultural output caused by a 
bad drought. 

The government has 
argued that the Philippines 
has technically in fact 
escaped recession, pointing 
to gross national product 
data, which is more widely 
used in the country as it 
Includes income from over- 
seas workers, a significant 
factor in the economy. After 
a 0.3 per cent contraction in 
the second quarter, GNP 
rose by OS per cent in the 
third quarter, compared with 
A year earlier. 

“The Philippines is now 
^virtually assured of a 'post- 
tive GNP growth this year,” 
Felipe MedaUa. economic, 
planning secretary, sakL 
For the nine months to 
September 30, GNP grew, by 
"-8- per cent while GDP 
expanded by 0 J 2 per cent. 
For the fan year^the govern- 
ment expects GNP to rise by 
0.5 per cent to i per ren t. 

Key factors behind the 
Philippine .economy’s resil- 
ience has be&i strong export 
powth of nearly is per cent 
fa the nine months to Sep- 
tember, continued growth in 
personal consumption and a 
rise in remittances from the 
more than 4m Filipino con- 
tract workers abroad. 


Beijing 
spurs 
drive for 
business 
‘divorce’ 

By Jamas Kynge in Bejjkig 
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China has stepped up its 
drive to divorce government 
from business with an order 
that the ruling Co mmunist 
party and state organisa- 
tions sever links with enter- ^ 
prises starting next year. ^ 

The decree, which follows 
a similar drive since the 
summer to eject the army, 
police and judiciary from 
business, has been Issued 
before. But this time it 
appears more forceful, even 
though details of how it is to 
be implemented are scant. 

A first step will be to place 
China’s largest 513 state. . 
enterprises, currently con- 
trolled by ministries and 
other government bodies, - 
under supervision by a • 
newly established “large 
enterprise work committee”, 
itself a government body, 
the official media said. 

There was no mention of 
what would happen to earn- 
ings or losses following ' 
transfer to the co mmit tee. 
Loss-m aking large enter- 
prises are kept afloat by 
bank lending, often on gov- r 
eminent instructions. It was 
not clear if this would gradu- 
ally cease, leading to thejj. 
bankruptcy of some of CM- V 
na’s biggest companies. 

China has slowed its 
reforms of large state-owned - 
enterprises this year out of 
fear mass closures might 
lead to surging unemploy- . 
meat and instability. Ana- ! 
lysts believe the new drive Is 
unlikely to lead to a spate (tf 
bankruptcies, but more 
mergers are a possibility. 

Financial firms tied to the 
bureaucracy are to be ran 
temporarily by the finance ' 
ministry and central bank.' - - - 
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The Communist party’s 
Influence has -.already 
declined with the rise <rf pri- 
vate enterprises, where 
party secretaries have little 1 
or no role and if imple- , 
mented the new decree . 
would be a farther blow to i\Mt 
its prestige and influence. * 
The reports said the aim 
was to curb corruption, 
boost competition and end 
favouritism in lending, share i 
hsting rights, foreign Invest- ' ■ 
ment and tax collection. 
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You can’t always see what you need - at least not at first glance. 
That’s why a fresh perspective can reveal completely new dimen- 
■ sions. And the old way of doing things may not necessarily be the 
best. If you want your bank to look beyond the obvious in planning 
your future, try talking to us. Because in everything we do, we try 
not to be just any bank, but the right bank for you. 
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Ministers move on EU tax breaks 



By Robert Peston, 
Political Editor 


Tlw British government's 
rrit.'dnm to use luxation as a 

tool of industrial policy is 
likely to be severely circum- 
scribed Liv its support for an 
end to "unfair" tax competi- 
tion between European 
Union countries. 

Ministers have disclosed 
that they are prepared 
to 1 ‘Snk the wrath of UK 
Euroseeplics by signing up 
to proposal.*, for greater 
"co - orct 1 n a 1 1 o n " between 
member sLikn- over the tax 
breaks :ivu liable to particu- 
lar industries. 

This could mean that the 


chancellor's support for the 
British film industry, 
announced shortly alter the 
general election, would have 
to be reversed. 

it would also add new 
complexity to its aim of 
using the tax system to pro- 
mote high-tech industries 
and could prevent John Pres- 
cott. deputy prime minis ter, 
from carrying through plans 
to reduce the tax burden on 
the shipping industry. 

However, the government 
recognises that its progress 
in playing a more influential 
role in the European Union 
is being undermined by the 
perception that it will veto 
all attempts to streamline 


taxation across the EU. 

Over the past fortnight. 
Gordon Brown has said he 
would block any EU initia- 
tive to impose minimum cor- 
poration tax rates across the 
Union, in line with the mani- 
festo pledge of the new Ger- 
man government. 

“We have to start saying 
more than ‘no’ and start 
makin g constructive sugges- 
tions in this area," said a 
minister. “Otherwise our 
European partners will 
begin to question whether 
we are really so different 
from the Tories." 

Later this week, an EU 
finance ministers' group, 
chaired by Dawn Primarolo, 


the junior Treasury minis- 
ter, will publish its prelimi- 
nary views on a code of con- 
duct to stamp out “harmful" 
tax competition. 

This will form the basis of 
negotiations on the abolition 
of “tax subsidies” and elimi- 
nation of tax havens within 
the EU and its dependent 
territories. 

'mere is a growing realisa- 
tion among ministers that 
some forms of tax harmoni- 
sation in the EU could be 
beneficial to the UK. For 
instance, a move to common 
rates of excise duties would 
be welcomed by the brewing 
and tobacco industry - and 
would raise tax revenues - 


because it would destroy the 
black market in beer and 
cigarettes smuggled to the 
UK from France. 

The government’s plan to 
introduce an environmental 
charge on high polluting 
industries would also be 
helped if it were imple- 
mented in tandem with 
other EO members. This 
would minimise the risk of 
British polluters moving 
operations elsewhere in 
Europe. 

However, there is growing 
frustration In Downing 
Street that the Treasury has 
been slow in making a posi- 
tive case for limited tax har- 
monisation. 


Sterling pounds up the bond market charts 


Decline in government borrowing makes 
currency attractive, Edward Luce reports 


S umeihin;: unusual is 
happening in the ster- 
line bond market. Bor- 
rower* sut*h as BMW. the 
German car maker, the Ten- 
nessee Valley Authority of 
the US. the World Bank and 
the- European investment 
Bank .ire turning to sterling 
as their currency of first 
choice in which In issue 
international bonds. 

This would be remarkable 
under imrm.il circum- 
stances. But. six weeks 
before the launch of 
Europe' > sinuic currency, it 
is also quite unexpected. 
"Sterlins is undergoing 
something or a renaissance 
in the international bond 
markets." said a US banker 
in Loudun. "It is actually 
becoming popular among 
borrow its." 

Bankers attribute ster- 
ling's appeal to the steep 
decline in UK government 
borrowing in the last two 
>nare. This year the volume 
of giits issued by the UK's 
debt management office, an 
independent agency account- 
able to the Treasury- will be 
lower than last year as a 
result of the net redemption 
of gilts by the government. 
This means there will be a 
reduction in the volume of 
outstanding gilts in the 
£300bn market. 

This has two immediate 


effects: first, by reducing the 
supply of government bonds, 
the price rises while the 
yield correspondingly falls; 
second, it encourages other 
borrowers. including 
recently the Inter-American 
Development Bank and a 
roll-call of European and US 
banks, to step in to Dll the 
UK government's shoes. 

Bonds issued by the likes 
of Fannie Mae. the US fed- 
eral mortgage agency, are 
designed as "surrogates" for 
UK government gilts. Thfs 
means investors can be sure 
the bonds are large enough 
to be easily bought and sold 
while also being a safe 
enough home to park some 
of their money. Like the UK 
government, Fannie Mae 
and multilateral agencies 
such as the World Bank 
have a AAA credit rating, 
meaning they are of the 
highest creditworthiness. 

"It is clear that some of 
the increase of issuance of 
sterling bonds by interna- 
tional borrowers is attribut- 
able to the reduction in gilt 
issuance by the UK govern- 
ment," said Paul Mills of the 
debt management office. 

Perhaps more importantly, 
international Investors are 
beginning to see sterling as 
a natural hedge against any 
volatility in the future euro- 
zone after monetary union in 
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January'. Although the UK 
government has a higher 
credit rating than the overall 
average for the euro-zone 
(with countries such as Italy 
rated at AA-). UK 10-year 
government bonds still yield 
almost a full percentage 
point more than German 
government bonds. 

This, combined with the 
UK being alone among the 
largest European economies 
in reducing its gross issu- 
ance of government bonds, 
means investors see good 
value in the gilt market 

However, the UK gilt 
investor still faces two prob- 
lems. First, the reduction in 
the supply of gilts is depen- 


dent upon the accuracy of 
the economic forecasts of 
Gordon Brown, the chancel- 
lor. Mr Brown predits 
growth of 1 to 1.5 per cent in 
gross domestic product next 
year. Many economists see 
this as optimistic. Should 
growth be lower than fore- 
cast. government debt would 
almost certainly rise, trigger- 
ing a corresponding Increase 
in the supply of UK gilts. 

Second, the government's 
indecision on the t iming of 
UK entry into the single cur- 
rency is acting as a check on 
foreign investors. Because of 
this , UK government bond 
yields are still higher than 
those of Italy, for example. 


or even Portugal in spite of 
the country’s superior credit- 
worthiness. Indeed, the yield 
on the 10-year government 
bond is the highest in the 
developed world, an irony 
that has not escaped UK pen- 
sion funds and other 
long-term investors. 

“For UK investors the big 
rally in gilts is yet to come,” 
said one leading fixed 
income manager. “If Emu 
goes wrong, gilts will benefit 
from being the natural 
hedge. If Emu goes right, the 
price of government bonds 
will shoot up as the yield 
converges towards the Ger- 
man benchmark. Either way 
you win." 


wealthiest 
‘set to hit 
£2,000bn’ 

By Christopher Brown-Humes 
to London 

Britain's wealthiest 
individuals will hold finan- 
cial assets worth £2,000bn 
(S3 ,3201m). three times last 
year’s £680bn, by 2005, 
according to a new report. 
Over the same period, the 
number of adults with more 
than £50,000 of financial 
assets wiD rise from 4m to 
5m. 

The report, for Merrill 
Lynch by Gemini Consult- 
ing, says the growth in 
wealth will be driven by a 
rising UK population, and 
maturing baby-boomers; 
larger inheritances; 
increased job mobility; and 
Increased emphasis on pri- 
vate rather than state pen- 
sion provision. 

It forecasts increasing 
investment in shares and 
bonds at the expense of cash 
deposits and expects per- 
sonal pensions to grow fas- 
ter than occupational 
schemes. 

Financial assets include 
pensions, deposits, and 
investments but exclude 
property and collectibles. In 
1997. personal and occupa- 
tional pensions accounted 
for about 35 per cent of all 
personal finanHni assets, fol- 
lowed by cash deposits (21 
per cent) and directly-held 
UK securities (20 per cant). 

• Consumer spending dar- 
ing the Christmas period in 
the UK is set to increase by 
□early a quarter from last 
year’s total, according to a 
survey commissioned by a 
credit card company, writes 
Alan Beattie. The poll, by 
NOP Solutions on behalf of 
the Goldfish credit card, 
indic ates average Christmas- 
related consumer expendi- 
ture of £570 during the fes- 
tive season this year, 23 per 
cent np on 1997. 

This contrasts sharply 
with the picture of confi- 
dence measured by more 
established surveys, which 
show a steady flail in con- 
sumer sentiment throughout 
the year. 


BUSINESS . 

Move to cut politicians 
out of mergers decisions ^ 

Peter Mandeteon, me trade end 

rake the first step towards removing 

regulation of takeovers and 

ministers’ power to intervene In such 

sls BSkvS’s proposed takeover of Manchester United. 

Supporters of the reform see it asa 
theramoval of politics from the setting of interest rates. It 

would be widely welcomed by bu f ir ^®f ' ^ 

Under the most radical proposal, ministers wouw oe 
totally stripped of influence over HevgeraMeavwigd&Dl- 
sons on whether to allow bids entirely with the Office of 
Fair Trading and the Monopolies and Mergers Commis- 
sion. Mr Mandelson is planning to issue a 
document in the new year laying out the options tor 
reform. David Wighton, London 

ECONOMY ; 

Pay deals stay above inflation 

The level of wage settlements is not falling Into line with 
inflation despite the growing threat °^“ e 5 s ‘°2J^ < *^ lins 
to data published today by Incomes Data Services, the 
independent employment information (rompany. 

IDS says that while the annual rate of inflation feti from 
4.2 per cent in the year to May to 3.1 per cent by October, 
three quarters of all new pay deals gave increases of 
between 3 and 4.5 per cent. Two thirds of the 35 wage 
awards recorded by IDS made in the fourth quarter were 
worth 4 per cent or more, compared with just under naif 
the settlements made in the third quarter. 

IDS cautioned that the fourth quarter data were “not a 
sign that settlements are headed on an upward trend . 

in the last three months of the year only one m 
10 reviews took place. Robert Taylor, London 

MILLENNIUM DOME 

_ . 

Minister accused on sponsors ■- 

The opposition Tory party last night accused Peter 
Mandeteon. trade and Industry secretary, of misleading 
parliament when he denied he had ever been involved In 
“procuring or negotiating sponsorship deals” for the Mil- 
lennium Dome, the exhibition centre being built in south- 
east London at a cost of more than £700m (Sl.IBbn). 

Christopher Chops, the Tory party trade spokesman, is 
also Writing to Sr Richard Wilson, the cabinet secretary, 
asking him to strip the trade secretary of his responsibility 
for the dome. 

The move foBows the disclosure that Mr Mandeteon had 
encouraged two Indian entrepreneurs, the Hlnduja 
brothers, to contribute £3m to the Dome's Spirit Zone. Mr 
Chope said this showed there was a “clear conflict" 
between Mr Mandelson's work as trade secretary, where 
he is obliged to deal impartially with all companies, and as 
lead minister on dome preparations. 

Mr Mandeteon insisted last night there was “no conflict 
of Interest". His role was to “promote the dome to the pri- 
vate sector because we need the sponsorship but I do opt 
involve myself in the procurement or negotiation of individr i 
ual sponsorship contracts". Robert Peston, London ji 
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Aerospace sector fears funding cut 
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By Alexander Nicoii, 

Defence Correspondent 

Fears are growing in 
Britain's aerospace and 
defence industry that the 
government is cutting fund- 
ing of research into develop- 
ing new technologies. 

The Society of British 
Aerospace Companies, an 
industry body, has made rep- 
resentations to Peter 
Mandeteon, trade and indus- 
try secretary, about the pos- 
sible elimination of an 
annual £2 4m ($39.84m) 
Department of Trade and 
Industry programme to fund 
aeronautics research. 

The DTI said no decision 


had been taken. Mr Mandel- 
son would consider the 
future of the Civil Aircraft 
Research and Technology 
Demonstration programme 
within the framework of the 
competitiveness white paper. 

David Marshall, SBAC 
director-general, said UK 
public investment In aero- 
space research and technol- 
ogy was much lower than in 
Germany and France. The 
Carad programme helped to 
fund the earliest stages of 
innovation which, years 
later, maintained the UK 
industry's production base, 
“ft would be difficult to rec- 
oncile a reduction with the 
focus in the recent strategic 


defence review on the need 
for modern technology in 
warfare and on smart pro- 
curement" 

Restructuring of the Air- 
bus consortium and rational- 
isation of Europe's defence 
industry would create 
greater flexibility in deci- 
sions on where to source 
manufacturing. Production 
would gravitate to countries 
that invested. 

Although the Carad pro- 
gramme was relatively 
small, companies would tend 
to concentrate research 
spending in those countries 
with the most favourable 
conditions for investment. 
“You can take money out of 


budgets and see no immedi- 
ate effect But given the long 
cycles of the Industry, you 
would see the effect 20 years 
later," Mr Marshall said. The 
Airbus wings produced by 
British Aerospace were 
developed partly through 
government research many 
years previously. 

Rolls-Royce, maker of air- 
craft engines, which has ben- 
efited from government 
research, said it backed con- a 
turning Carad. “Our competi- ^7 
tors receive significantly 
more technology funding 
than we do," it said. It esti- 
mates that *750m of official 
investment is going into the 
US aeroengine industry. 
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England ‘must be split in to regions’ 


By George Parker, 

Political Correspondent 

England must be abolished 
as a political entity to save 
the United Kingdom, a lead- 
ing Liberal Democrat will 
argue today. 

Lord Newby, a close aide 
to Paddy Ashdown, leader of 
the Liberal Democrats, will 
argue that En gland should 
be broken down into its con- 
stituent regions, with a 
series of new assemblies. 

In a pamphlet published 
by the Centre for Reform, a 
Liberal Democrat think- 
tank, he win argue that an 
En glish parliament would be 


over-powerful and could not 
run in tandem with a UK 
parliament 

“We must avoid having 
parallel E n glish and UK gov- 
ernments, with an English 
prime minister jostling with 
the UK prime minister. Such 
an unstable situation would 
surely spell the end of the 
UK. We must therefore har- 
ness the English regions to 
save the UK." 

His diagnosis broadly 
reflects Liberal Democrat 
thinking, and dovetails with 
the Labour manifesto, which 
commits the government to 
English devolution. 

However, Tony Blair, the 


prime minister, has decided 
to put plans for elected 
English regional assemblies 
on the back burner, on the 
grounds there is little public 
enthusiasm for the idea. 

Lord Newby argues that 
this lack of a grand constitu- 
tional vision is dangerous, 
on the grounds that there 
will be no English bodies to 
act as a counterweight to the 
Scottish parliament and 
Welsh assembly. 

“This government has no 
coherent vision for a 
reformed constitution. 1 " he 
wDl say. “The current piece- 
meal attempt at modernising 
our outdated constitution by 


bite-size ch unks of change is 
not a vision.” 

He argues that elected 
regional assemblies in 
England could take over 
from the unelected govern- 
ment regional offices - a 
goal shared by John Pres- 
cott, deputy prime minister. 

The Lib Dems are likely to 
use their close working rela- 
tionship with Labour to 
press for further English 
devolution in the next par- 
liament. By contrast, the 
Conservatives may argue at 
the next election that devqf 
lution in Scotland and Wale? 
requires the creation of a 
separate English parliament 


Royalty also to be 
evicted from Lords 


By Robert Peston, 

Political Editor 

The UK government, with 
the consent of Queen Eliza- 
beth, has decided that senior 
members of the royal family 
will not be given life peer- 
ages on removal from the 
House of Lords along with 
other hereditary peers. 

A government bill to be 
introduced in the current 
session of parliament will 
remove the right of here- 
ditary peers to vote on legis- 
lation in the unelected upper 
chamber. 

This will affect the Prince 
of Wales and the dukes of 
Edinburgh, York, Gloucester 
and Kent who are all “Lords 
of first Creation" or heredi- 


tary peers with titles created 
especially for them. 

The idea was considered of 
making members of the 
royal family a special rasp 
by giving some or all of 
them life peerages. However, 
they have rarely exercised 
the right to speak in the 
Lords, so it was thought 
appropriate for them to be 
treated no differently from 
other hereditary pern. 

The five royals had also 
made it dear they wished to 
be treated in the same way, 
and were said yesterday, to 
be “perfectly comfortable" at 
being expelled. 

Their acquiescence may 
dishearten other hereditary 
peers, who are preparing to 
resist the bilL 
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WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Artseme ■ 5cr 2 Cv Pf asp 

Adval 2 YCT l.75p 

Allied Donrecq 5*,’« Cm Pf 1.X5P 

Do 7 1 1*» Cm Pf L’.STSp 

Anpll.ui water S‘r. Bd 2006 EC-50 

Ascot B |.7p 

AvWisJdo O.TSp 

BBA 6'.*. Cm Rd Pf 3.375p 

HTR Non -Cm Rd Pf O&IISSp 

Bankers Inv Tst l.-Up 

Do; 1 ;"- Cm Pf £1.75 

Bank of Scotland 4p 

Do 9V* NoilhCm Irrd Pf 4.6Z5p 

Do SV- Non -Cm Irrd Pf 4.875p 

Bristol Il'j*. Rd 2008 $5,75 

British Aerospace iKp 

Cap At Counties iT ,V 1st Mlc Db 

l:»5 -TOO E»4T75 

CirtKi 0 ap 

Cnter Alien Gilt & Psd Inc Fd Ptp 
Rd Pf 9p 

Do EtS Kd Pf CKWiaip 

Cny of London bn Tst l.TSp 

City of Oxford Inv Tst l-lp 

Cu-opcrauvc Bonk 9'1*« Non -Cm 

1ml Pf 4.625p 

Diaip.'o lO-'fJi 

Dickie iJasws) 2p 

Do v time Healthcare Protected VCT 

sap 

Duiayai Inv Tst Cv Mmbly Dlv 
it.Wp 

Dunlop Plains 6* r Cm Pf 2.lp 
Eksportlinaits T*.% Nts 1998 £7150 
Finsbury Inc & Grwth Inv Tst lL5p 
Homing Gram! Grwth Inv Tst IS*. 
Pf ii5p 

Do Units £6 SO 
Galllford u.tip 

Gilmore British Inc i Grwth Tst 

u.pnCp 

Do Inc t.MSp 
Do Non Inc i'59p 
Do Units 2-JTSp 
Geared Inc Inv Tst 0.875p 
TV Inc l) bmp 

Glascnw Inc Tst 0.6p 
Global iolp 
Goodhtod 0 Sp 
Do T'.' Cv Rd Pf 35p 


Guardian Royal Exchange Rd Pf B 
0.4T487P 

Guinness TM ?i% 1st Ml* Db 2037 
£3.75 

Hamleys NonCm Rd Pf 0-7435p 
Hawn Fdg 7*. Sec Bd 2032 15p 
Hays 7d£p 

Henderson Elec & Gen Inv Tst 
lOf.N Db 2011 £5X5 
Henderson Smllr Co's Inv Tst 
ItiVi DbailG S5dS 
Hunting hV. Cm Pf -LUSp 
Hydro-Qucbec 15*-. Ln 2011 £7 JO 
loiemirope Technology 3Jip 
Invesco Cv Tet Lip 
Insh Permanent Treasury Ctd FRN 
1999 £19.77 
Jourdan 0.75p 

Kkinwort Benson Prim Cap FRN 
$314 76 

Do Ser 2 S31L76 
Leveraged Inc Fd 25p 
LLP l.Tp 

London & Manchester 814% Nts 
sow £8i. a 
Lucas Varity 15p 

MBL Ini Fin (Bermuda] Tst 3% 
Exch Gld NtE 2002 $15.0 
Mercury European Privatisation 
Tbt FRN 2004 £2028.00 
Midland Bonk 14% Sb Un Ln 3002 / 
07 £7J) 

Nnt West Bank Print Cap FRN Ser 
C $151.77 

Northern Rock 11’.% Sb Bd 2000 

£566.75 

Panro 3p 

Paterson Zochonls 7'4*i Cm Pf 
3.75p 

Do 10* o Cm Pf 5p 

Peel Hides S'.'. Cv Cm Non/Vtg Pf 

2.C15p 

Prlnwslfihi o.5p 

Rank Pin 6V. Gtd Nts Nov 2004 
*33.75 

Renaissance US Grwth ft Inc T5t lp 
Royal Bank of Canada Fite Rate Db 
2005 $45.75 
Rugby Estates (XttCp 
Russd] (Al I3p 

Sedgwick 7'-.% Cv Bd 3008 ElfllJS 


SFI 08p 
Solitaire SL4p 

State Bank of New South Wales 
6Yi% Bd 2000 AJ65.0 
Sterhns Publishing 6*> Cv Cm id A 
Pf 2000 3p 

Do 8% % Cv Cm Rd 2nd Pf 2002 
4.125P 

TT Fin 11,1% Gtd Db 2018 £585825 
Tay Hamas 5p 
Tesco L25p 
Thorntons -L6p 

Throgmorton Tst 12ft % Db 2010 
££.16625 

Do 7%K Cv Un Ln 20(0 £3,625 
Value & Inc Tst 9%% Db 2028 
£4.6875 

Wells ftireu Sb FRN 2000 SttJffl 
■ TOMORROW 

Abbey National Fdg 6.1% Dual 
ClUT Gtd NtS 2000 Y2541J0B 
Abbey National Treasury 10V.% Sb 
Bd 2006,11 £1075.0 
American General SO 375 
Andrews Sykes L2p 
Austin Reed SL5p 

Barclay* Bank Non -Cm $ Denam Pf 
Sera $0.4219 
Do Ser C3 SO. HOC 
Do Dl $0.4313 

Db D2 $0.1437 

Do Units W.562S 
Do Ser D Pf Units *0.675 
Billon 3J5p 
Baxmore Int l.OTSp 
Bulgin 04Sp 
Do A N/Vtg Q35p 

Cadbury Schweppes 5’/. Nts 1999 
*68.75 

Coradon Cv Rd Pf l£E5p 
Carisbrooke Shipping lp 
Cooksoo 4-3(1 

Fleming Claverbouse Inv Tst l.45p 
Fleming Inc ft Cap Inv Tst 0.8375P 
Do Units 0537Sp 

Fleming Mercantile Lnv Tst 4V>% 

Pop £2.126 

Folkes Q£lp 

Da NJVtg OAip 

Fold Motor 50.46 


Foreign ft Colonial Inv TW 4VJt 

Petr Db £2.125 

Fujitsu Y5 jS 

Garton Eng 2.75 b 

Ganflnance 11.49% Im 2007 IS7.45 

Glaxo Wellcome 8*.% Bd 2006 

£8730 

Great Portland Estates 9%% Cv Un 
Ln 2002 £4.75 

Henderson SmOr Co’s Inv Tat 4M% 

Cm Pf L575P 

IbstoCk OJ35P 

loco S0JKS 

IngersoD-Rand 90.15 

Investec Inv Tst 3'4% Cm Pf ci-vas 

John Lewis 5% Cm Pf L75p 

Do 7%% Cm Pf 2.62£p 

Klrklees Met Council 1L6% Rd 2031 

£590 

Ldmaot 3.65p 

Law Debenture 4Vi% Db £225 
London i County of) 2%% Cons 
QL625 

Do 3% Cons £0.75 
Manganese Bronse 65p 
Marshalls 3J3p 

Minerals Oils & Res Sha Fd $020 
Monks Inv Tst u% Db 2012 £550 
Murray Smaller Mkts Tin 4.1% Cm 
PT2.05P 

NT & T 6% Nts 20Q0 $60.0 
Ottakar # 0.75p 
Party 3A5p 

Reed Int 414% Cm Pf L575p 
Do &%% Cm Pf LSCSp 
RMC£L6p 

Royal & Sun AlHancn Inaoe 75p 
Scottish Mortgage ft Tst i.TSp 
Sony Y25.0 

United News & Media Up 
Yorfclyde L6p 

■ WEDNESDAY DEC 1 
Asarco Inc £0.10 
Glyuwed Inti 4.4p 

Nippon Telegraph Vt.\ Nts 2003 
£73.75 

Philippine Long Distance Tele- 
phone 10%% Nts 2004 553.12 
Pochln's ZSp 
Premier Fhmell 4p 
Do ADR $0.16835 
Vigtei Technoloey 05p 
WetbeiEpoon (JD) 1.45p 

■ THURSDAY DEC 3 

Asbal Cbanlcal Industry 7%% Bds 


1999 Y712L500 

Comunldad Antonoma del Pals 
Vasco 8% Bds 2002 DM400 
Halifax TO% NU 1998 £775 
Halstead (J) EBp 
Northambw 3p 
Sotheby's A $0.10 

United News & Media 6K% Bds 
2009 £15328 

White Young Green !L3p 
Yorkshire Water B 05123) 4p 
■ FRIDAY DEC 4 
Abertbrth Split Levd Inc L5p 
Do Units 2Jp 
Amstrad 03p 

Anglo American Gold inv R7.20 
Anglo American Inv blsg 
B aronsueod vcriusp 
BTR ADR $0.2661 
Cairngorm Bid Sees Inv Units I4p 
Do No 1 1.4$) 

Do No 2 L4p ! 

Do No 2 L4p ! 

Do No 4 L4p j 

Do No 5 1.4p I 

Do No 6 L4p 
Do No 7 L4p 
Do No 8 L4P 
Do No 9 l^j) 

DO No 10 L4p 

Canadian Overseas Pckg tads 
C$083 

Diageo ADR $0.7303 

Export -Import Bank of Japan 8% 

Bds 2000 $35 

Gearbouse 5p 

Goshawk loses l_2p 

Hoare Covert 1000 Index Inv lp 

Hoars Govett Smaller Cos Index 

Inv lip 

Uoyds Bank FRN 1999 £2a48 
Meggitt t.62p 

New Central Wltwatersrand Areas 
RL74 

Optoplflst L5p 
Radamec 0.7Gp 
St Ives 8J5p 
SeKrldges L6p 
Shiloh lp 
Style o.Tp 

Sumitomo Bank Capital Mkts FRN 
2002 *9L2S0 
Venturi Inv Inc ^24p 
■ SUNDAY DEC 6 
Wattacbak 3‘/.% Bds 2003 *35 


UK COMPANIES 


COMPANY MEETINGS: 

Dkco, 32. St Mary at HID, London. 
EC3. 3pm. 

Nottingham Forest Royal Suita, 
The Royal Moat House. Notting- 
ham, no n 

Str a t ag em. Exchange House. Prim- 
rose Street. EC2. IL30 

BOARD MEETINGS: 

Finals: 

AOdrrs 

Aokett Aasocs 

Care UK 

Enrocazop 

Imperial Tobacco 

Jennings Bros 

Nwl Anglia Bdneattim 

sss 

Scottish Radio 
Young (H) 

Interims: 

ABA Technology 
Atkins WS 
Bdhaven 

Capital for Companies 

Crltchley 

Evans of Leeds 

■ TOMORROW 
COMPANY MEETINGS: 

Dorling Klndereley, 9, Henrietta 
Street. Covent Garden. WC2. 1030 
Tepnel Life Sciences, Grelg Middle- 
ton & Co, 30, Lombard Street, BC3, 
10JW 

BOARD MEETINGS: 

Finals: 

Carlton Com ms 
Chara cter 
GET Grtmp 
Sanderaon 
Scottish Inv Tst 
SCS Upholstery 


, <CV4CI 


Shaftesbory 

Interims: 

Amberiey 
East Surrey 
Badewood Foods 
Wagon 

■ WEDNESDAY 
DECEMBER 2 
COMPANY MEETINGS: 

Optoplast 83. Selbm Lane, Magh- 
ufl, Metseyshie. 11.03 

BOARD MEETINGS: 

Finals: 

Bllek 

H ft G Group 

MKPC 

Interima: 

Alba 
Cotnpco 
Eve Group 
Greene King 
Ham psora lock 
PawHwrt 

RPC 

■ THURSDAY 
DECEMHER 3 - 

COMPANY MEETINGS: 

Dnrlacber. 2 Chiswell Street, EC1. 
IL00 

Hahtwuf H), Hobday Inn, CKwne 
Plaza Midland. Peter Street. Man- 
chester. 12.00 

L Gardner, Hilton HnteL Ontwood 
Ringway. Manchester, ZOO 
WeacoL Black Hose Hotel. Clifton. 
Brighonse. 1020 
BOARD MEETINGS: 

Finals: 

Avon Robber 
Bass 

Dew h nrat 

Guianese Flight Extra Inc 
Royal Bank of Scotland 


Stakia 

Interims: 

AWwyw«t - 
Airsprung 

AtT Group. 

Castings - 
Expn Inti 
GEC 
GUS 

[ fflrinn Inti 
Mid Sent 
VldeoLoeiC 

■ FRIDAY 
DECEMBER * 

COMPANY MEETINGS: 

Assoc British 

naught Rooms. Great Queen Street, 
House, Esse* Road. 

CoaatTt HalL KIHermont Street. 
Glasgow. 12.00 
BOARD MEETINGS: 
ptaab: • ■ • . 

Deltron Electronics 

Interims: 

Calluna 

Company meetings are annual gen- 
eral meetings unless otterww* 


Please note: Reports accounts 
are not normally available until 
appraximaiely six weeks afta- the 
board meeting bo approve the pre- 
Hnrtimr v results. 

This list is not necessarily 
oomprehmsive sines companies are 
no longer obliged to notify the 
Stock Exchange of i mmin ent 
announcements. 


* . . 

ill s 
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CONFERENCES, VENUES AND COURSES 

CONFERENCES 


DECEMBER 2 -4 
Venture Forum Europe *98 

VrjivsoJ h> FT Contcicnce-. and 
Xraturc E;uni>mic<. ihc Mih annual 
Vvniuic F.uutn Eui.ipc will provide 
■ndu^tr} trader- with an imponani 
t'PPoiiuDiit it? iTKrcj'i.* i heir 
undnMandinc of ihc European \emme 
. jpnaJ nurkotplace 
Enqmncs- Sian FaiKaun 
Tel. 0171 S7.t »267 Fix OI7I R7.1 3067 
c-nuL Man (Jikouv? (Leant 

iwmi/ rran.-eia.-tMn 

LONDON 

DECEMBER 3 

Professor Henry Mlntzberg & 
Dr Joseph Lsmpei 

Seminar 'Snopxbots from a Strategy 
Safari' uuh two of the world - x prcatexl 
Mtaicgic management thinkers. This 
ctenl ix one of the Aksoeuiion of 
MBA-*' Leader* in Management 
Seminar &enev l2KXInooa for 1.13pm. 
incluJn bufTet lunch. Menibcn £65 
Nnn-mcuiheiv: £75. 

Register ea: Tel; 0171 837 3375 

CENTRAL LONDON 


Decembefi 


Dispute Resolution in the 
International Oil and Gas 
Industries 

This Conference w* roviow tie 
principal features of the ArbBratkm 
Art 1996. frw Increasing 
International use of Mecftation as an 
attamnvo to Mgalion, the use ot the 
RnaJ OlterAitttration and same 
techniques for mlnimisiig and 
avokSng dsputes. Adtfiianal 
presentations wtt review recent 
developments in areas of oUndustty 
artnnty where dsputes frequently 
arise: offshore constructi on 
contracts : oatradkig co nt racts : gas 
contracts and Ihe settement of 
i ntem a fa na l boundaries which 
impart on oil exploration. 

Tel: +44 (0) 171 467 7100 
FBR <*44 (0) 171 255 1472 


London 


DECEMBER 7 ft 8 

The 17th FT World Pulp and 

Paper Conference 

Distinguished speaker* include Dr 
Claes Dohlback. President and CEO, 
Investor AB and Chairman. STORA 
AB; Mr Manin Granholm. Executive 
Vice Picsidcni. UPM-Kymmeoe Group 
and Mr John F McGovern. Executive 
Vice Proidcm and Chief Financial 
OlHce. Geotgra-Pacilk Cacpomico. 
Enquiries; Joanna Edward*. FT 
Conference* Tel: +44 171 873 3374 
Fax: +44 I7J 873 30676 
Email: joanna edwanl*« Acom 
Web: wwur.ftcoofcjnikC3.com 

LONDON 


DECEMBER 14 1998 
Brave New NHS? 

The impact of the new genetics 
on the health service. 

This one day conference in central 
London provides an opportunity for 
delegates to debate the findings of a 
major new IPPR report which examines 
the key issues which the new generics' 
will rase for the NHS. Speakers include 
Hugh Bay ley MP. Dr John Chisolm. 
BMA nod David Shapiro. 

For farther information contact: 
Neil 5tewan Associates 
TeL 4-44 171 2409393 

CENTRAL LONDON 


Conferences, 
Venues & Courses 


Share Buybacks: 

A Routs to Shareholder Value? 
Impending lax changes are 
making share buybacks an ever 
more attractive option. 

This topical conference wS give 
senior management the 
opportuntty to examine the ways 
fan which organisations seek to 
return ahareholdw value via share 
buybacks. Speakers: Ctanfleld 
School of Management, Arthur 
Andersen, ■erej a y Global 
Investors, DTI, Hanson Pic, 
Lehman Brothers HokSnga Pic 
and Thistle Hotels Pic. 

Contact: Amanda Flahedilelati 
Fielding 

1M: +44 (0) 1234 754503f754362 
FfaUC +44 (0)1234780835 
I emaB: h. wJW dln g O cr anflelcLacjA 


Cmnfjela ^ 


Bedfordshire 


GET THE BENEFITS WITHOUT 


Harnessing 
Outsourcing for 
Business Advantage 



Todav you put the 
future or vour organisation 
ai ri»k :f \ou do not 
consider bu\ mg in services 
•n non -core areas. Sul 
outsourcing ilsell is nol risk* 
'. r cv Tolci or deals 'gone 
wong ahound and reversing 
:he dtxision .*■ to-iiU 

^ brand new report from 
F-nancial T:mv*- Managemcnl 
Br.**: n^*. - Harnessing 
Outsourcing for Business 
advantage - leads vou through 
she m-.neJieid 

Outsourcing consultant 
Ian Law draw son his sears 
or e^K-tn-nce as a KPMG 


corsirltant So produce lhi« essential, jargon-tree guide. 
It considers the key risks that outsourcing poses and 
recommends methods tor reducing or removing these 
risks to help vou gel ihe best out ot outsourcing deals. 

Harnessing Outsourcing for Business Advantage 
is available from 1st January 1999 - so reserve your 
personal copy today for just £75. 


| _ p!MVM*ndmr hjnws+tgCkitiniBi-lrjjiiiiEminniAdwnyje wt(«m£ 71 im> 
■ na-n bjtL *«-.h:n 28 div* ii noi tiki*, hapfu- jI.-wir mlh pmtril. di+nU ol 
I oiN-i titk-s m the ticano+l limrs Mirugcmror Burling* vnn. 


SVSCS'WSMl- 


THE RISKS 




ORDER NOW 

FOR £ 75 ’ 



Contents: 

• Putting an effective outsourcing 

learn in place 

• Making the right decision 

• Selecting the best supplier 

• Building a protective 
outsourcing contract 

• Pricing, bonuses and penalties 

• Creating strong service level 
agreements 

• Managing the contract 
effectively 

■ Being prepared for contract 
termination 


► FAX vour order to: +44(0)1704 506685 

► CALL our order hotline; +44(0)1 704 508080 

► E-MAIL US AT: orden^ftmanagemeni.cam 

► COMPLETE & POST THIS FORM TO: 

Financial Times Management, FREEPOST, LON 8663, 
Southport. Merseyside PR9 9BR. 

■Miirtm hick M.lhin .’3 dj,v it r*of 1(10*? -utnti+d. 


HOW DO YOU WANT TO FAVf 

j Cheque lor £73 -{ut+blr to Financial Titiun Muugcmcnti 

! | B«» arpfttMhon 

MiwirjrdVu'Van iplwe gne deuilv 


JANUARY 27 1999 
East Africa Seminar 

TM* one-day FT semnar hmig* together 
senior ministers from ihe three East 
African oonnoia nod representatives tan 
die inrenuooaai business communiiy to 
examine recent progress in Ihe East 
Ahican oo-opmdan process, 
fait** faHwin* Maf+jw-eqey 
FT Conferences 
Tet +44 171 873 3162 
Pax +44 171 873 3067 
e-mail; auberine j i u c iw eeueygltonm 

LONDON 


The Leadership Trust 
Foundation, Ross-on-Wye 
“Leadership SansFronUenf 

In every oiture we reco^rise 
leaders who ere offecOve. But 
some leadership styles and 
behaviour ana more effective In 
9ome cultures than In others. 

Our conference addresses these 
similarities and differences and 
conskfere leadership both fan 
Afferent cultures araund Ihe world 
and in dWwent business 
environments. 

Contact: John Knight 
TM:+- 44 (0)1889 767 667 
Fax: +-44 (0)1980 768 133 
email: leaders OdW^pi|Mxxom 
Rogtstnred Charity Ha. 1863916 

l lllls iT^USli m * — p - 

-^bvuuuiu|AiHM raonaniioii 


For the Financial SeMces - Indusay, rT is 
a source of competitive advantage. 
Software selection is therefore a 
strategic choice affecting both business 
and IT managers. 

Traditionally, tn house development was 
the only option available. Today there Is 
a dynamic market for package software 
providing ever increasing flexibility and 
.functionality' at competitive prices. The 
■buy* option can therefore no longer be 
ignored. 

This seminar is ah opportunity to 
excharge your views on the subject with 
after professionals In a small informal 
setting. Topics for tSscussfan include: 

• Straight Through Processing - by 
Dick Simpson, Technology Director, 
Fbrelgn & Colonial Management Umilied: 

• Weighing Up ihe Options: Package 

or Self Build - by Robin Towier, Head of 
Information Management, Royal & Sun 
Alliance investment Management 
LMtafc. . . 

• Pension Trends and IT - by Joanne 
HincOe, Director Pensions Development^- 
NatWest Life; 

« IT Strate^es fn a Compe titi ve Market 
- by Albert Spokholt, Vice President, 
Aegon Group. 

in adefition, DCE Consultants wff present 
insights gained from their survey 
“Package Solutions in Practice? 
conducted annually on the Investment 
and ftsurance package software market 

For more Hofmaflon oontact Sarah SrhUt at DCE 
Conauftarta Limited, 7200 Oxford Business Parit. 
Oxford OX4 22. Tat 01865 481 428, Fax: 01865 
481 482, Emat URriftOdcaconsultartoxam 


COURSES 


i: :i in 


Card HoWct i Name . 
F.pin Djir j | 


PRIORITY ORDER FORM 


HMASO^TafflS] 

MANAGEMENT! 


| Rattfa-po-Wyt j 

FEBRUARY IS 1999 
FT London Motor Conference 
Productivity and corapctiti -renew, in the 
UK motor iadtuny and the jpipn-t of 
“grey imperii" on ibe new sad wed car 
Market +<v among the key issues lo be 
discussed. Speakers include; Professor 
Garcl Rhys OBE. Cardiff Business 
School, Mr Graham Broome. SMMT 
Indnsiry Forum and Mr Michael ' 
Woodward. KPMG Managemcm | 
Consulting. 

Conuct: Joanna Edwanb I 

FT Conferences 

Td: +44 171 873 3374 
fi»: +44 171 873 3067 
email: JoanraLtsJwanti VFTcom 

LONDON 

MARCH 3 &4 1999 
FT New Madia Conference 
In ibeaftenmh of the of digital 
television in chc UK. the Financial 
Times New Media conference will 
examine the stale of play in die dipnoi 
marker. Issues for debate include; 
opportunities for new entrant*, the 
impact of competition cm die existing 
networks and rim co nsu me r s viewpoint. 
Conuct: Catherine MacSwecney 

FT Conferences 

TeL +44 171 873 3162 
Fax: +44 171 *73 3067 

email: oifKrae.iiucsweeoey9fLa>m 
LONDON 

MARCH 18 ft 19 r 1999 """ 

FT European Pensions 
Dus conference, the firs In a senes of 
Pensions events bo be arranged by the 
financial Times Group will examine Ac 
challenging shape of European 
pensions, issues to be considered 
include: the challenges facing the 
moiiimoocuis. the euro - three months 
m and the Esnqxan legal framework. 
Contact: Carhenne MaSSweeoey 
TeL- +44 171 673 3162 
Fox: +44 171 873 3067 
e-mail: catheriaeanaesweeney 0ftcam 

LONDON 


DECBMBER 14-16 

blrchln - partisan ti O iaa Saf knoirtoclB* 

Introduction To Treasury 
Products 

•FX: Basic Definitions. Major influences 
and Key Ptaycts • Mechanics of Spot and 
Forward FX • Basket and Crass 
Currencies ■ Money Markets: Bank of 
England Operations • Key Players in the 
Marker, Cash Market losmnnenu > 
Futures, FRAs, Interest Rare Options. 
Cops • Cottas rod Horn. Swaps. 

3 Days £945 + VAT 

Conuct: Birchm Training A Consulting 
1-4 Lombard St. EC3V 9AA, London 
Tel: 0171 929 6633 Fax: 0171 929 6644 
Emaik bitcliin0biicbiiLcaia 

LONDON 

DECEMBER 16-18 
ttociito -paten to tkmncUloiomtBdga 
Demystifying Company 
Reports and Accounts 

• The Regulatory Framework • 
Accounting Standards • The Audit 
Ftcquamncm -Accnnmqg for Groups and 
Consolidated Stale unroll • Directors' 
responsibilities * Turnover. Trading 
Expense*, Pre-tax Profits • Corporate 
taxation. Dividends and Earning* per 
Shore • Share Valuation • Cashflow 
Statements ■ Profitability. Liquidity and 
Solvency Ratios. 

3 Day* £995 + VAT 

Conrad: Birchm Tranung ft Consulting 
1-6 Lombard St. EC3V 9AA, London 
Tel: 0171 929 6633 Fax; 0171 929 6644 
Email: bixthin P birchinxDra 

LONDON 

JANUARY 6-8 

bkctiln - partner* ki ti na ndoi le n osntm( ly i 

Property Lending 

• Reefaoid and liwAnlH ImH amri— 
and Rcgfastrann. aid Propaiy Ij ^htitinn 
■ The interpretation or ladependetu 
Professional Valuations, and the Valuers 
Duties and Obhgatioos to die (Hen -The 
Platttung Process from Application to 
Permission - Obligations and Rights 
Offered by Conventional Building 
Contracts • Amlywng Project Cash ftnre 
and finanosJ Projections - Legal Capwty 
of Various 1>p« of Borrowers io focw 
debt * Loud Docnmeu union • Hu 
Rrguhtoiy CnvuuiucnL 
3 Days £995 + VAT 

Co ntad Birchln Training ft Contuiting 
1-6 Lombard SL EC3V9AA, London 
Teft 0171 929 6633 Fax. 0171 929 6644 
Email: birchin0btKhin.<»fn 

_ LONDON 


rad your last mooting overseas go as well as you had 
hoped ? No ? Why not ? Did yew lose out to a competitor 
who did speak the language of the customer ? 
Don't let it happen again - 

Call BERLITZ for details of 'Doing Business in' 
French/Geiman/Spanlsh NOW on 

0171 - 915 0909 
0191 - 643 4334 
0161 -228 3607 
0131 -226 7198 


Helping tiie World Communicate. 


VENUES 


Choose from 3/4* hotels with 
conitsence and meetings facilities at 
wiue Tor money prices, accommodating 
up to 200 delegates. Also offers 
extensive opportunities for incenrive 
trips, leisure activities and partner 
programmes. 


1kfc 01481 726611 
Fmc 01481 721246 


This unenamnlly known Goal Prix 
tenie b set in over 600 aacs and boasts 
unique Conference ud Exhibition 
Centre facilities for 10 to 1300 
ilc legates as well as outstanding 
Motnnrav nr gggJhitity 

Contact: Martin Q offllgro 

Dth Q 133&-812919 

Fax; ftim*] 1647 


A new prostigioK city venue whhm the 

Rmincui Times Head Office. Ideally 
Muted for semioan. press launches, 
corpo rate function* and cocktail 
nsce Prions. Sophisticated audio vhnu] 
«W««« witaUc ftarafi Kqifteoenn. 
StWortive and professional staff on 
band do oarisi yon. 

For farther details phase cob tort.- 
Jay Amin 

Teh +44 <8)171 873 3486 
Fme +44 (0)171 873 3067 

E-tfitoMtoeiTLaxn 
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INSIDE © TRACK 


PROFILE DICK KOVACEVICH, WELLS FARGO 


All’s Wells that ends well 


With his passion for cross-selling, one man aims 
to make his bank the dominant provider of 
financial services in the US, writes John Authors 


As far . as Dick 
P Kovacevich, chief execu- 
tive of WeDs Fargo, is con- 
cerned, his back does not have 
brandies. It has stores. 

Applying a philosophy that 
borrows more from retailing . 
banking, Mr Kovacevich built 
Norwest, a Minneapolis-based 
bank which merged with Wells 
Fargo earlier this month, into 
one of the 10 biggest banks in the 
US. 

, The 55-year-old executive is iw* 

•itof a small group of bankers 
■attempting to remodel the US 
financial services ind us try . When 
Norwest announced, it was 
acquiring Wells Fargo in June, 
Mr Kovacevich’s aim was clear. 
“We believe we’re going to be the 
premier financial institution in 
the US,” he said. 

There is plenty of competition 
for die title. The Norwest-Wells 
Fargo union came towards the 
end of fins year's dramatic “end- 
game" in US bank mergers. 
Bank America, which merged 
with NationsBank, is -now the 
biggest in terms of market value, 
while Citigroup, offspring of Citi- 
corp and Travelers Group, has 


the most assets. The new Wells 
Fargo (the merger dropped the 
Norwest name) is t he thir d- 
largest US bank by market value. 
But cm the face ccf it, Mr Kovacev- 
ich fanes a more daunting task 
than any of his competitors 
because the two cultures he must 
bring together are so distinct 

At Norwest, Mr Kovacevich fos- 
tered an aggressive cross-selling 
culture In which employees, or 
“associates", w ere encouraged to 
build relationships with their 
“customers” — wot clients — and 
sell them as many- financial prod- 
ucts as possible. Norwest steadily 
developed into one of the most 
successful sales operations in US 
fimmrfaii services. 

For the past four years, Mr 
Kovacevich has monitored the 
total' number of products each 
customer holds with the 
This statistic, which few other 
banks attempt to measure, shows 
that file average customer has 8.7 
products, up from about Z8 four 
years ago. Hie goal, even before 
the merger was announced, was 
to increase this figure to eight 
products. 

Cross-selling has helped Nor- 


west increase sales by 15 per cent 
a year over the past decade, an 
astonishing rate compared with 
the performance of its peers. Mr 
Kovacevich says the benefits of 
cross-selling increase dramatic- 
ally with each extra product sold 
because it does not carry extra 
distribution costs. A customer 
with two products, for example, 
gives the bank a S22 profit; 
increase this to four products and 
the bank’s profit jumps to $113; 
persuade the customer to buy the 
foil range of nine products, and 
the bank nets $352. 

This formula . explains why 
Norwest was able to engineer the 
takeover of Wells Fargo, formerly 
a much larger bank. Wells Fargo, 
based in San Francisco, had 
almost exactly the opposite bank- 
ing philosophy, pioneering inter- 
net b ankin g and small, lightly 
staffed bank br anches in super- 
markets- While Norwest was ah 
about building relationships and 
personal service, WeBs Fargo was 
built around convenience and 
making transactions as easy as 
passible. 

Mr Kovacevich says joining the 
two banks will allow Wells Fargo 
- to offer each customer the mode 
of delivery he or she chooses. 
“We have a tremendous competi- 
tive advantage compared to other 
people. In that both [banks] are 


Essential Guide to Dick Kovacevich 


'W Bom: Enumdaw, Washington, 
1943. 

Education: went to Stafford, 
where he majored in engineering. 
Initial (and realistic) ambition to 
be a major league pitcher dashed 
by final year injury. Went to 
Stanford Business School 
Instead. 

First move: manager with 
General Mins, where he rose to 
run Kenner Products, the third 
largest toymaker In the US. 

Second move: recruited by 
legendary Citicorp chief . 
executive Walter Wriston to 
overhaul Citibank's chain of retail 
branches. Worked closely on 
Innovations such as toe ATM 
with Wriston *s successor, John 
Reed, then the wundertdnd of US 
banking, now co-chief executive 
of Citigroup. 

*£hird move: enticed to 


Norwest. in the cold wastes of 
Minnesota, as a change from the 
internal politics at Citicorp. Not 
an enticing assignment a 
previous president had been 
electrocuted In a thunderstorm, 
the Minneapolis headquarters 
had been burned down, and the 
bank was loaded with bad loans. 
Took over as chief executive In 
1993. since joining to 1986. 
Norwest has averaged 15 per 
cent annual growth to sales, and 
13 per cent to profits. 

Latest move: renting the 
Norwest-Wells Fargo merger. 
Nobody doubts that it is a 
Norwesttakeover of Wells Fargo. 
But as a concession to the 
Californians, the new bank’s 
headquarters have been mewed 
to San Francisco. 

Business ambitions: as might 
be expected for someone with 


engineering and baseb all trai ning, 
they are expressed to statistics. 
He wants his bank's shares to 
trade for at least the same 
price-earnings multiple as the 
S&P 500, not at banks’ traditional 
heavy discount (Nonwest 
achieved this briefly before 
negative reaction to the Weds 
Fargo deal brought its stock 
down again). And he wants each 
customer to buy at least eight 
products (at present the figure 
hewers just below four). 

Lingu istic ambitions: the word 
“branch” to be outlawed In 
favour of “store”. “Bank* to be 
I phased out in favour of “financial 
' services company”. 

Centre of his universe: 
Spearfteh, South Dakota (pop 
6£66) which he mentions 
frequently and regards as the 
typical Norwest town. 


considered experts in one or 
nttw fhnnruii fn combination we 
cover the whole wa t er front” 

But where does he see the 
future of financial services - in 
supermarket branches, “stores”, 
or an the internet? 

“If yon had. to guess,” he says, 
“you’d guess there’s going to be 
greater use of the Internet and 
supermarket branches and so 
forth. But the speed at which 
that happens or the speed in 
which we proceed in that direc- 
tion wfD be based upon custom- 
ers voting with their feet” 

This is a drastic departure from 
the approach taken by the old 
Wells Fargo, when it bought Los 
Angeles-based First Interstate 
after a bitter takeover battle in 
early 1996. First Interstate had a 
traditional branch network, anti 
many of its customers did not 
want to change to supermarket 
or internet banking, so they with- 
drew their deposits, severely 
weakening the iwnit tn the pro- 
cess. 

The new Wells Fargo wffl make 
a more concerted effort to keep 
»n its customers. Under Mr Kova- 
cevich’s more cautious approach, 
the integration of the two banks' 
systems will not be completed for 
three years. Mr Kovacevich 
intends to spread the gospel of 
“cross-selling" to gvjgtiwg wpTIb 
F argo bankers, who will have to 
learn to refer to their branches as 
“stores”. 

But getting Wells Fargo 
employees to think the Kovacev- 
ich way will be a long-term exer- 
cise, he says. 

The most important thing to 
understand about cross-selling is 
that it’s about execution and 
implementation. It's not about 
broad strategy. This is a tough 
thing to do, and it requires doing 
literally hundreds of thing s well, 
and doing them consistently well 
for all your customers.” 

Nor, in Mr Kovacevich’s view, 
is cross-selling about flooding the 
market with ftnaninai products. 
Citibank, for example, had a wide 
range of products even before it 
was part of the merger with 
Travelers Group. They are prob- 
ably averaging two products for 
every customer, just like every- 
one else, and adding another 
hundre d products to the mix they 
offer isnT going to make modi 
difference," Mr Kovacevich says. 
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To become the dominant pro- 
vider of financial services, he 
says, be win rely on Norwest’s 
sales culture. Wells Fargo’s repu- 
tation for efficiency, and the 
merger’s strength in a number of 
produces. Including student 
inane, mortgages and landing to 
small business. Distribution is 
also important. 

Curiously, Mr Kovacevich has 
no ambi tion to turn Wells Fargo 
into a national hank. The merger 
will be strong on the west coast 
and in the mid-west, fast-growing 
regions. Its “national" presence, 
however, will depend on 
products that do not require 


a nationwide branch network. 

And if Mr Kovacevich has his 
way. Wells Fargo will not be 
exporting its banking formula 
either. "The job we’re doing 
would be harder if we were try- 
ing to do it outside the US. Inter- 
nationalisation really isn't some- 
thing we are interested in." 

Two years ago, few bankers 
would have dared utter such an 
unfashionable statement. But 
after the travails of many com- 
petitors in Russia and elsewhere, 
these comments seem to make a 
lot of sense. 

It is now up to Mr Kovacevich 
to convince his customers and 


his shareholders that the merger 
of such different institutions as 
Norwest and Wells Fargo Is also 
grounded in common sense. 

• An FT article published last 
week (“Wells Fargo merger hit by 
Y2K problem”) said that Integra- 
tion of Wells Fargo and Norwest 
had slowed down due to worries 
that other companies would suf- 
fer “Year 2000" software prob- 
lems. Wells Fargo has asked the 
Financial Times to point out that 
neither predecessor bank has 
encountered any serious difficul- 
ties with the “Year 2000" problem 
and that it is confident that It is 
on course for compliance. 



LUCY KELLAWAY 


Pay and the pot-pourri 


Is a good salary motivation in itself? Does 
It encourage someone to work harder, or 
simply prevent an employee jumping ship? 


At tte Financial Times it is 
pay round time once again. 
It is that time of year when 
the union (yes, we still do 
have one. of sorts) 
traditionally bleats about 
how much money we 
deserve and the 
management asserts that it 
has precious little to spare. 
This time, however, our 

management has made 
much of the fact that oar 
salaries are only one part of 
our pay: in. addition we all 


mm puny does well; some of 
us get special merit bonuses 

if our xiwn performance is 

judged to have been 
“outstanding”. 

This pot-pourri approach 
to pay - salary plus shares' 
plus bonus - is now 
standard in quoted, 
companies, mid pretty 
unscientific tt is, too. ft is as 
if. for all the academic 
i research has gone into 

Ppay, and for an tha - 

remuneration consultants 
who make ambit d esi g ning 
packages, there is stfll little 
consensus on what pay is 
really trying to do. I8 .it to 

reward someone, to . 
encourage the employee to 
work harder, or simply to 
stop him/her from jumping 
ship? „ • 

We still don't know the 
answer to a very baric 
question: how much does 
money motivate people? The 
business school fraternity 

wfll ten you that money is 
not terribly effective: what 
matters is that people enjoy 

their work, get recognition 

and so on. Others would say 
that money is all - just 
listen to the justifications 

given by remuneration . - 

committees for the six* of 
executive share option 

packages. • . 

You might think that one 

vray of answering the 

question would bd to ask 


main c ar eer a spir a tions 
were. Most said: To achieve 
substantial capital wealth.” 
But when the same people 
were asked about what 
motivated them from day to 
day it was a different story. 
“Making money for myselL” 
was rated only seventh, - 
below such high-minded 
flnrig as “working with 

Avtyp riniifllly tafawti^ 
people" and “creating a 
successful solution to client 
needs”. Maybe this shows 
that people do hot know 
their own minds. Maybe it 
shows that they be about the 
extent of their greed. 
Certainly it shows that the 
issue is very complex, and 
clear answers are bard to 
come by. 

Same companies are 
boldly attempting to define 
the firings that motivate 
their staff Xerox - which is . 
held tq? as being state of the 
art in this area - has 
decided that what mat t er s is 
to have “a good workplace”. 


and has defined it as follows: 
“Important, meaningful 
work, executed by 
knowledgeable people with 
tbe capacity to act in an 
environment of continuous 
learning, motivated and 
inspired by individual and 

toay n wyntnpltnhwimfai 

aligned to a larger purpose, 
with a financial rewards 
system linked to business 
results." 

Phew! I wonder how many 
weekend brainstorming 
sessions it took to come up 
with that lot An 
organisation that is so 
pompous does not fit my 
ideal of a good workplace at 
aH Which brings me round 
to the unsatisfactory 
conclu si on that motivation 
is subjective. What is 
important to one person may 
not wrarigr so much to 
another; maybe the 
pot-pourri approach isn’t so 
bad after all 


1 Have you ordered your 
Christmas cards yet? If so, 
you are old fashioned. This 
year the coal thing to do is 
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to send cards on the 
internet It Is modern, fast, 
easy, fun . . . and at odds 
with tbe Christmas spirit 

Consider how it feels to 
receive one of these things. 
First you get an email 
message inviting you to visit 
a certain web site. Then you 
have to get an to the net, 
type in the 

address . . . wait . . . watt 
some more, and eventually 
you win see some cute little 
moving image of Santa or 
reindeer or whatever with a 
personal message written 
TTnHpmw^tb it. 

And, if your computer is 
up to it (mine isn't) you 
could also get an electronic 
rendering of jingle bells. You 
have to be quick though: 
such is the pressure on these 
web sites that your card will 
magically delete itself after a 
few days. Not only does 
receiving these “cards" take 
! a lot longer than opening an 
1 envelope, it also costs money 
(admittedly only the price of 
a local phone call, but still). 
Worst of all, there is nothing 
to show for it on the 
mantelpiece. Arguably, there 
is novelty value in the very 
first internet card you 
receive. But what would you 
do if you came to one 
m orn fog to find you Had 30 
messages alerting you to 
cards posted at assorted web 
.rite addresses? I know what , 
I would do. Delete the lot I 
and have done 


Stm on the subject of the 
good old way of sending 
cards, I would like to putin 
I a plug for the Post Office. 
i Last week I got my first card 
of the year. Addressed to 
“Lucy and Family” it had 
the wrong house number, 
the wrong postcode and the 
street name was illegible. 
This did not defeat the 
human brain power at the 
sorting office: the card 
arrived just two days after it 
bad been posted. Compare 
tFwrf with an address .on the 
Internet Bliss out one dot or 
one backslash, and you’ve - 
bad ft. • 

lum.telicaoayQft.cBm 
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Big Blue’s 
MBAs go 
the distance 
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IBM chooses 
schools with the 
technology to teach 
collaboration, writes 

Della Bradshaw 


a When It comes to 
management train- 
ing. Waiter Stepanek 
is leadinc a double life. On 
the one hand he is a student, 
part way through the gruel- 
ling task of studying for a 
distance learning MBA. On 
the other, he is the man at 
International Business 
.Machines in Europe who is 

responsible for deciding 
which MBA programme the 
computer conglomerate 
should choose for its manag- 
ers. 

Running the scheme is not 
easy. IBM in Europe is opt- 
ing for external management 
training in a big way and is 
using its purchasing power 
to push the business schools 
involved into adopting the 
very latest technology to 
deliver their courses. 

Last week, ion IBM manag- 
ers signed up as the latest 
recruits Mr distance learning 
MBAs. This brings the total 
number of IBM managers on 
these programmes to soo in 
Europe alone. (For adminis- 
trative reasons IBM counts 
Africa and the Middle East 
as part of its European 
remit.) 

IBM began the programme 
2‘s years ago with the Open 
University Business School, 
based in Milton Keynes in 
the UK. and 300 students are 
still studying with the 
Ol'BS. The latest 100 


recruits are studying with 
Henley Management College, 
also in the UK, following a 
pilot scheme launched ear- 
lier this year. 

The choice of school was 
particularly important: it 
has to be accredited by the 
Association of MBAs in Lon- 
don. and has to have the 
capacity to deal with the 
large number of prospective 
students, says Mr Stepaxiek. 
It also has to be experienced 
in delivering corporate pro- 
grammes - not just MBAs 
for individuals - and has to 
be reasonably priced. Both 
the Henley and OU pro- 
grammes cost IBM about 
$15,000 (£3.930) per partici- 
pant. 

But most important - and 
this triggered the switch 
from the OU to Henley - 
IBM wanted a school that 
would deliver technology- 
based distance learning. At 
IBM’s request Henley 
upgraded its system from 
working in Lotus Notes to 
Lotus Learning Space. This 
enables the groups of 15 or 
Cn students, who may be 
from different countries, to 
work collaboratively on a 
single project. 

It is a way of working 
which Mr Stepanek believes 
is replicated in the way that 
IBM works. “I would say 
managers should be able to 
deal across boundaries and 
with and through teams." 

Mr Stepanek believes 
many course participants 
might uot be happy with this 
way of working. "They need 
to make use of the technol- 
ogy and collaborate. Some- 
times this is tough. Some 



people are less comfortable 
with this way of working.’* 
But so convinced is IBM 
that it is the most effective 
route to high-quality man- 
agement that it has stipu- 
lated that 15 per cent of the 

‘Managers should 
be able to deal 
across boundaries 
and with and 
through teams’ 


marks for the MBA are allo- 
cated on the basis of how 
effectively the managers col- 
laborate. Collaboration 
might go so Ear that some 
projects are submitted 
jointly by a group of partici- 
pants, says Mr Stepanek, 


who is based at IBM's Educa- 
tion and Training centre 
in La Hulpe, just outside 
Brussels. 

The OUBS has now 
launched its MBA on the 
Lotus Learning Space plat- 
form. 

IBM’s decision to go for 
distance learning, rather 
than a traditional residential 
MBA programme, was influ- 
enced by cost and flexibility. 
When managers were pulled 
out for, say. a three-day 
management development 
programme they were inevi- 
tably not working for three 
days, says Mr Stepanek. Also 
there were additional travel 
costs. 

The distance learning 
MBA shifts the responsibil- 
ity for learning on to the 
individual, to study when he 
or she can. Participants can 
download the software from 
the IBM network in the 


office to work individually 
on their ThinkPads at home. 
Only when Henley organises 
regional tutorials for course 
participants - and they can 
be in places as far afield as 
Germany, Belgium or South 
Africa - do the students 
have to be physically in the 
same place. 

And although the pro- 
gramme designers stipulate 
that the coarse can be done 
in 10 hours a week, Mr Ste- 
panek. to his role as student, 
believes 15 to 20 bours is 
more realistic. “I took the 
learning materials to the 
beach,” he confesses. 

The workload has been 
one reason why there has 
been an unacceptably high 
drop-out rate on the 
programme so far. says Mr 
Stepanek. But tightened 
entry procedures, including 
a test to ensure that all 
prospective students have 


adequate levels of English, 
should reduce the drop-out 
rate in future, Mr stepanek 
believes. 

Large though the pro- 
gramme already is, Mr Ste- 
panek is confident that IBM 
could expand and introduce 
two intakes of students a 
year. The constraint, he 
says, is the capacity of the 
business schools to train 
tutors. 

Moreover, he envisages 
programmes in which non- 
IBM managers could also 
participate - up to 50 per 
cent of course participants 
could be from other indus- 
tries. A handf ul of managers 
from outside IBM are 
already taking part in the 
programme. "This extends 
the learning across bound- 
aries and across company 
cultures. It makes a lot of 
sense to bring In different 
industries.” 


Barcelona puts 
the accent 
on English 

lese, fn Barcelona, is to 
increase the number of 
places on its fuH-tjme MBA 
programme for those 
students who want to study 
for the degree in English. 

Currently lase has three 
streams on its two-year 
MBA programme, one 
taught In English, another 
taught bn Spanish and a third 
which is bilingual. From 
September 1999 there wiH 
be a single Spanish stream 
and two streams taught 
solely in English. 

However, afitfie 
participants in the English 
stream are required to team 
Spanish as a second 
language during the 
programme. 

The move reflects the 
growing demand at lese 
from international students 
who want to study on an 
English-speaking MBA 
programme. 
lese: www.iese.es 

Slovenia makes 
history work 

Work has just begun on the 
renovation of two historic 
buildings in Slovenia's 
tourist resort of Bled. When 
completed next year, they 
wffl be the new home for 
IEDC (the International 
Executive Development 
Centre), currently sited in 
Kranj. The buildings will 
house amphitheatres, lecture 
halls, classrooms and a 
library. There will also be a 
permanent exhibition area 1 

for contemporary art j 

IEDC: www.iedc-brdo^i 
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Oxford leaves Templeton out in the cold 


B The Said Business 
School in Oxford has 
been given the 
go-ahead by the university 
to expand into all areas of 
management education, 
which includes short execu- 
tive programmes as well as 
postgraduate. MBA and 
undergraduate programmes. 

The decision could set the 
school in direct competition 
with Templeton College. 
Oxford, whieb has been 


offering executive pro- 
grammes from its site on the 
outskirts of Oxford since the 
1960s. Templeton became a 
full Oxford graduate college 
in 1995. 

Since the Said Business 
School was first announced 
in 1996 there has been confu- 
sion over the conflicting 
roles of the two institutions. 
The statement of the univer- 
sity goes some way to clarify 
the issue and confirms that 


the Said school now 
undoubtedly has the upper 
band. 

The Said Business School 
is the "sole business school” 
at Oxford University, accord- 
ing to a university state- 
ment. The decision has been 
taken to give the school the 
freedom to compete with the 
world’s best business 
schools, such as Harvard. 
Wharton or Stanford in the 
US. 


Meanwhile Templeton is a 
graduate college which 
offers courses in manage- 
ment At present Templeton 
offers a postgraduate certifi- 
cate and a postgraduate 
diploma in management as 
well as non-certificate pro- 
grammes. But in future Tem- 
pleton will only be able to 
offer diplomas or certificates 
from Templeton College - 
not from Oxford University 
- unless It gets prior 


approval from the faculty 
board at the university. 

In an e-mail message to all 
the staff at the Said Business 
School from its director John 
Kay. Prof Kay confirmed 
that talks between -Temple- 
ton and the Said school to 
try to agree a workable relar 
tionship broke down in Octo- 
ber. According to Prof Kay 
last week there were no 
plans to re-open discussions. 

Although the Said Busi- 


ness School is now free to 
offer executive courses, in 
practice it is more likely to 
■ concentrate on the develop- 
ment of its MBA programme 
until it is established fn its 
—new building -in -2000: Ini- 
-•tially, wTPt-n tivu prog rammes 
- could, grow out of the 
school’s research work, says 
Prof Kay. 

Della Bradshaw 


The University of Zimbabwe 
and EAP, foe European 
School of Management, 
headquartered in Paris, have 
set up a Centre for Cross 
Cultural Management 
Research at EAP's campus 
in Oxford, in foe UK. . » 

The first task of the centre 
will be to initiate a 
pan-African research project 
on the management of 
people and change in a 
cros&cuftural environment 
Centre for Cross Cultural 
Management Research: UK, 
1865 263212 


Manchester goes 
to market , 

Diplomas for marketing 
types are now on the 

agenda at Manc^ter 

Business School in the UK. 

MBS is working with the 
UK’s Chartered Institute of 

Marketing to run a dipwna 

course in just five weekends. 

The programme starts in 
February 1999. Aimed at 
directors and senior 
managers with six years 
marketing or sales 
experience, the programme 
is spread over four to five 
months. 

MBS: www.mbs.ac.uk 

Greensted quits 

Strathclyde 

Chris Greensted, director of 
the University of Strathclyde 
Business School and former 
chairman of the UK's 
Association of Business 
Schools, is to quit Glasgow 
next summer to move south 
to warmer climes. 

He will become the new 
dean of the University of 
Plymouth Business School in 
Devon. He will take over 
from acting dean Steve 
Rainbow. 

Plymouth University: UK. 

1752 600600 

• The Simon School at the 
University of Rochester, in 
the US, has appointed Ross 
Watts as the William , ‘ 

Meckling Professor of 
Business Administration. ; 

Prof Watts, who is already a 
member of the faculty at the 
Simon School, has research 
interests in accounting and 
finance. 

Simon School: 

www.ssb.rochester.edu 

Women take 
student honours 

MBAs at business schools at 
foe UK universities of 
Edinburgh, Durham, Bath 
and Kingston, won the 
students of the year 
competition run by the 
Association of MBAs and 
The Independent newspaper 
in the UK. Three of the four 
winners - Angela Jenkinson I 
(Kingston), Charlotte Short tit' 
(Durham) and Eve Poole 
(Edinburgh) — were women. 

The sole male winner was 
Rick Chaplin (Bath). 

Association of MBAs: 
www.mba.org.uk 
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EXTRAORDINARY GENERAL MEETING 

£o k i?'d 2n 2S December 1998 at 11 30 jm. ji ite offices of Aberdeen Investment Services SA. 21 Avenue 
' .. L-rodi- 1--PJ* L*±*embourg ivnr the tottoAwi AGENDA 

*;• ci- •;..<* w i.-.t :. The r-vnjei published m the Memoiroi. Receul des Senates et Associations 

• : ana ikpoyied «ith Itv Chjitcfefv ul the Oismcl Coat in Luxembourg (the "Merger 

-TL.--.ir 
To approvo 

i - •ffc.-- :■-> "•<? avf win ABERDEEN GLOBAL Mmedy kor«.\n as The Aetna International Umtxetta 

r .. i >*■*»> t*. | ;fi.tl i .j LiMMuboinj Sucu'ie UlnveJnaenienr .1 Cjpffal Variable with <6 registered 
.v j.’ ."1 Of la L-bcil-- L-IJOI Lipombcura by cnnlntwtirvj 



w National Westminster Bank 

i Incorporated m England with limited HabiStv) 

USS 500000.000 Primary Capital FRNs 
(Series "C"} 


In accordance with the Terms and Conditions of the Notes, 
notice is hereby given that for the Interest Period from 
November 30. 1998 to February 26, 1999 the Notes wil carry 
an Interest Rate of 5.375 % per annum. 

The interest payable on the relevant Interest Payment Date. 
February 26. 1993 against coupon No 53 wil be USS T31 99 
per USS 1 0.030 pmopalamouit of Note and USS 1313,89 per 
USS 100.000 pnnopal amount of Note 

The Agent Bank 
f jedietbank SA Luxemboutgeofee 
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INSIDE TRACK 


TECHNOLOGY STANDARDS 




the fast track 


Technological change has outpaced the 
standards authorities. They now plan to 
catch up, writes Andrew Baxter 
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One of the costliest, 
most bard-fought bat- 
tles between incom- 
patible product formats 
ended more thwn a 
ago with victory in the 
marketplace for the VHS 
video recorder system over 
its Betamax rival. 

Minions of consumers 
were left angry and con- 
tused, while several electron- 
ics companies licked their 
wounds. 

■ For years such battles 
have been a fact of life in 
consumer electronics and 
information technology, as 
more recent squabbles over 
Digital Versatile Disc (DVD) 
formats have shown. It may 
never be possible to elimi- 
nate them, but now these 
industries and the standards 
organisations which work 
with them are having a go. 

Format battles occur 
partly because technological 
change and product develop- 
ment have far outpaced the 
creation of widely-agreed 
global product standards. 

Over the past year, the 
world’s big standards organi- 
sations have responded with 
“fast-track" or Informal 
— ways to help industry agree 
9jf product specifications. One 
aim is to agree basic specifi- 
cations before product 
launches to avoid battles in 
the marketplace. 

Reaching a global consen- 
sus cm a product standar d 
can take five to seven years 
because of the range of inter 
ests — industries, consumers, 
governments and others - 
and the plethora Of national 
and international commit- 
tees involved. This may not 
matter in some industries 
where the pace of technology 
change is slower but in con- 
sumer electronics and IT the 
delay presents manufactur- 
ers with a problem. 

“International standardisa- 
tion is losing ground, com- 
pared to proprietary solu- 
tions, because people simply 

d — 


cannot wait," says Leonardo 
C hiarigtione . head of televi- 
sion technologies research at 
CSkjlT. Telecom Italia's cor- 
porate research centre. . 

The committee system, he 
says, is not equipped to 
respond to the sector's 
needs: “You establish an 
organisation with' commit- 
tees and sub-committees, 
then a new . technology 
comes up and you don’t have 
the right people working an 
them." 

Standards organisations 
agree that something needs 
to be done if they are to 
remain relevant to large sec- 
tions of the electronics 
industry. “The penny has 
dropped over the last year, 1 * 
says David Lazenby, director 
of standards at the British 
Standards Institution. “The 
IT and electronics industries 
were getting more, and more 
restive.'’ Tony Raeburn, gen- 
eral secretary of the Geneva- 
based International Electro- 
technical Commission, 
which develops and pub- 
lishes electrical and electron- 
ics standards, says: “When 
you have products that last 
two to three years from 
launch to replacement, then 
clearly our conventional 
standards process is far 
too slow." 


Most standard-setting 
organisations offer processes 
which require lower levels of ; 
consensus and transparency 
than is required fora fully- 
fledged standard. The ESC, 
says Mr Raeburn, had hem 
considering adapting these 
-for the electronics" sector, 
but decided It was pointless. 
“Big companies such as 
Sony, Alcatel and Rockwell 
said we needed something 
different. Rather .than 
waiting for a full interna- 
tional consensus that may 
never be achieved, they 
wanted a specification they, 
and their customers could 
use." •. 

At the of last year, the 
IEC launched its Industry 
Technical Agreements, . a 
highspeed process aimed at 

i ig * iTulim iry gp uriflo* 

tions in months. Similar 
products have been launched 
by organisations including 
the inte rnational standards 
Organisation (Iso), which is 
the EEC’s sister organisation, 
Cen. the European 
gfandar dfi onalriTig body, and 
the BSL 

These organisations lend 
their facflitteB and expertise 
to help industry hammer out 
the specifications. In the 
case of ITAs, industry play- 
mu agree among themselves 
who is to take part, bat the 
results carry an intrinsic 
“seal of approval" from the 
IEC, which will retain 
publishing rights and share 



TECHNOLOGY SEMICONDUCTOR DESIGN 


A new chip from 
diverse blocks 


‘Intern a tional standardisation is losing 
ground because people simply cannot want* 

Leonardo Chiarigtione 


revenues with the partici- 
pants. 

" Last, month, the IEC 
announced that its first ITA 
was under way. The process 
is being- used by the Open 
Platform Initiative for Multi- 
media Access (Oplma), a 
consortium of more tVmn 40 
companies and m- ganiaitinni! 
which was started by Mr 
Chiarigiione. 

This glrns to have dpflwod 
by next September specifica- 
tions that would allow a con- 
sumer to access a range of 
multimedia services - such 
as TVs, decoders, radios and 
personal computers — from 
one te rminal, Mr CMarig- 
Hone says multiple terminate 
with different interfaces are 
expensive and confusing, 
and are slowing down the 
adoption of digital services. 
He hopes products will be 
available in 2000. 

Mr Raeburn stresses that 
even in electronics, the EEC’s 
foil standardisation process 
is stm needed in areas such 



‘All the feedback 
we get is that 
the full 

international - 
consensus standard 
is not required, 
because things 
are happening 
so 'quickly 1 

Tony Raebun 


as power generation and 
transmission equipment. In 
consumer electronics, he 
hopes ITAs will help prevent 
marketplace battles over for- 
mats and give consumers 
confidence that changes in 
specifications will not render 
their purchases unusab le 

The new process has other 
advantages, he says. “Multi- 
nationals such as Philips 
and Sony have their own 
networks for talking to each 
other, but this gives an 
opportunity for «mwii«»r com- 
panies to get involved.” 

The new ITA process, Mr 
Raeburn admits, is cutting 
comers. “All the feedback 
we get is that the full inter- 
national consensus standard 
is not required, because 
things are happening so 
quickly." In any case, he 
adds, an ITA could be turned 
into a fun standard later if 
required. 

But if industry is happy, 
what about cither interests? 
Couldn’t these fast-track pro- 
cesses produce an industry 
stitch-up that leaves con- 
sumer organisations and 
governments under-repre- 
sented. 

“There is always going to 
be a trade-off between open- 
ness and transparency on 
the one band, and time,” 
says Mr Lazenby. “For 
industrial purposes, a East- 
track approach is fine, but I 
don't think it is appropriate 
when there is a public or 
society issue involved.” And 
the IEC points out that part 
of its role win be to ensure 
the new fast-track agree- 
ments do not circumvent the 
full standards process if that 
is more appropriate. 


Trade in virtual components is taking off 
‘like a rocket*. James Buxton looks at an 
exchange set up to facilitate business 


The name of the 
game in designing 
semiconductors is to 
build as many functions as 
possible on to a angle micro- 
processor, producing devices 
that amount to “a system on 
a chip”. But with 20m tran- 
sistors on the latest chip, the 
time needed to design one 
often exceeds the probable 
shelf Ufa of ifa products in 
which it is to be used. 

“This is a productivity gap 
that cannot be filled by 
today’s designers on their 
own,” explains Jim Tolly, a 
semiconductor analyst at 
Dataquest “The only way it 
can be filled is by slotting in 
predesigned blocks of intel- 
lectual property (IP) from 
other designers.” Trade in 
these blocks - often called 
virtual components or VCs - 
is “taking off like a rocket", 
he says, growing by 65 per 
cent worldwide last year. 

An Important step has 
been taken recently to make 
this trade in virtual compo- 
nents (which may be just 
lines of code on a diskette or 
tape) as simple as buying 
and selling hardware. A Vir- 
tual Component Exchange 
(VCX) will begin some 
operations next year. 

The VCX is based in Scot- 
land. a country better known 
for producing electronic 
hardware than for designing 
it But it has a powerful set 
of players among its 10 foun- 
ding members: semiconduc- 
tor design companies such 
as Cadence Design Systems 
and Mentor Graphics of the 
US, Arm and Iss of the UK, 
and semiconductor produc- 
ers such as Motorola, Tosh- 
iba and Siemens. 

The VCX is part of the 
Alba Centre, a semiconduc- 
tor design campus at Liv- 
ingston near Edinburgh set 
up by Scottish Enterprise, 
the development agency, to 
complement the establish- 
ment in the town of a 
system-on-a-chip design 
centre by Cadence which 


should eventually employ 
1,900 people. 

“There are many hurdles 
to be overcame before you 
can use a block of some- 
body's else's intellectual 
property," says Andy Trav- 
ers, the VOX’S interim direc- 
tor. First, he says, a semi- 
conductor design company 
can spend a long time locat- 
ing the VC it needs because 
VC providers, often small 
companies, are dispersed 
around the world and pres- 
ent their IP in different 
ways. 

It can take 20 weeks to 
negotiate a contract between 
provider and user because 
there is no standard agree- 
ment under which a user 
can evaluate a VC to assess 
whether It suits him and 
then obtain the full use of it 
under licence. Even after a 
deal has been concluded the 
provider of the VC may find 
it difficult to audit the use 
the customer makes of it and 
collect royalties, leaving 
scope for disputes. 

Because it is a new indus- 
try, says Mr Tully, “VC pro- 
viders don't know how much 



Andy Travers promfing a 
model for agreements 


to charge and whether they 
are getting a good deal or 
not". 

When the VCX gets going, 
says Mr Travers, user com- 
panies will log on to ft via 
the internet and scroll 
through lists of tradeable 
ICs. The VCX wOl provide 
the electronic tools for an 
exchange of virtual signa- 
tures to allow the user to 
have an overview of the IC, 
followed by a full technical 
evaluation and a test of its 
compatibility. 

Finally the parties would 
begin a contracting process, 
leading to agreement on 
price, delivery and product 
support. “All this will be 
built into the contract in a 
form provided by the VCX," 
says Mr Travers. The VCX 
will set a model for royalty 
agreements and protection 
of IP rights, and lay down 
rules to govern mediation 
and arbitration. 

They can make deals 
under any legal jurisdiction 
but could find the Scottish 
legal system attractive. Jack 
Harding, president and chief 
executive of Cadence, says 
the fact that the Scottish 
system reaches decisions 
quickly and does not have a 
long list of precedents are 
two reasons his company is 
setting up in Scotland. 

Mr Travers believes the 
VCX will cut the time it 
takes to conclude transac- 
tions by 50 per cent and 
achieve a similar reduction 
in dealing costs. It will not 
set prices, leaving this to the 
parties, nor charge a per- 
centage on deals. Instead it 
will levy membership fees 
and charge for writing con- 
tracts and for the use of its 
tools and technical support 
It is constituted as a not-for- 
profit organisation. 

Mr Tully believes OEMs 
such as IBM and Nokia will 
become involved. They are 
realising they are sitting on 
a rannintorn of IP emheririwi 
in their products and would 
like to find a way of releas- 
ing and commercialising it” 

Tim Jackson's column will 
appear later in the week. 
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TRAVEL UPDATE 


Card route to 
- hire cars 

Sixt. the fast-growing 
German car rental company, 
is ready to install machines 
at Heathrow airport that 
issue car keys on insertion 

1 of a card. Customers first 
c need to have their credit 

2 cards validated at one of the 

i company's branches. They 

f can then pick up cars day or 

. night, whether or not they 

' have made reservations, and 

S even rf airport desks are 
closed. The Munich-based 
company introduced the 
system in Germany and 
| wants to use them in all four 

‘ of Heathrow's terminals, but 

! has yet to agree a deal with 

I BAA. the airport’s operator. 

i Late summer 

Crowded airport terminals 

] were not the only headache 

suffered by business 
‘ travellers during last 

summer's holiday peak. The 
1 July-September quarter was 

the worst ever for European 
flight delays. Almost 26 per 
cent of departures were 
more than 15 minutes late, 
says the Association of 
European Airlines. 

In September alone a 
record 29.6 per cent of 
flights were held up. The 
AEA says congested 
airspace was mostly to 
blame. Kari-Heinz 
Neumeister. its 
secretary-general, criticises 
Europe's politicians for 
failing to create a unified air 
traffic control system. 

Cathay launch 

Cathay Pacific launches a 
non-stop, daily service 
between Hong Kong and 
San Francisco tomorrow 
using Airbus A340-300 jets. 
Meanwhile, political unrest 
has not deterred Malaysia 
Airlines from announcing 
new flights between Kuala 
Lumpur and Manchester, ft 
has identified growing 
demand in the north of 
England and the Midlands. 
The service is scheduled to 
start next July, initially with 
three departures a week via 
Munich. Meanwhile. 

Northwest Airlines has 


postponed the start of its 
service between Detroit and 
Kuala Lumpur, via Osaka, ft 
is now due to begin on 
February 27 instead of 
January 16. 

Vancouver venue 

Vancouver is to get a new 
hotel which, its operators 
claim, will match London's 
Savoy for luxury. The 
Sheraton Suites Le Sdeil Is 
scheduled to open in 
February on Homby Street, 
near the city's main 
corporate buildings and the 
Trade and Convention 
Centre. It promises “to 
recreate the charm and 
gradousness of European 
manors of years ago". 

Code conundrum 

Hard to Name travellers for 
being confused by aktine 
code share deals. From 
today you can book with 
KLM uk to fly from London 
Stansted to Turin or Pisa on 
an Alitalia service which will 
be operated by another 
Italian carrier, Azzura Air. 

And you can book with 
Alitalia to fly from the same 
airport to Rome - or from 
Manchester to Milan's 
Malpensa airport - on jets 
operated by the Dutch 
airline. 

Athens venture 

The consortium building 
Athens' new airport plans to 
incorporate a traditional 
Greek night spot along with 
the usual international 
diversions. Utz Heinzetmann, 
chief commercial officer, 
would also like to persuade 
Harrods to open a store in 
the terminal- The airport is 
on schedule to open by 
2001 - and it is hoped a rail 
link with the centre of 
Athens will be approved by 
the Greek government and 
completed in time for the 
2004 Olympics. The airport 
operators, a consortium led 
by Hochtief, are talking to 
two US airlines about 
launching new routes there 
as well as contracts for two 
hotels. 

Roger Bray 


BUSINESS TRAVEL SHANGHAI 


A money Mecca 


The city is mushrooming as a financial and 
commercial centre, says Amon Cohen 


Shanghai's gleaming 
new stock exchange 
» * 3 proudly displays 
enlarged photographs of 
recent important visitors 
who have graced its vast 
trading floor. One shows no 
lesser a scourge of capital- 
ism than Fidel Castro. 

Mr Castro and Bill Clinton 
are only two in a stream of 
eminent business travellers 
to Shanghai. Lionel Jospin 


to 38 foreign financial Insti- 
tutions. including Hongkong 
and Shanghai Raninng cor- 
poration and Citibank. There 
are question marks over the 
occupancy levels of many of 
its buildings, but the pil- 
grimages made by foreign 
leaders indicate that they 
are aware that Pudong has 
great potential. 

From next October It will 
be the arrival point for all 


Shanghai, including the 
main railway station. 

The new airport should 
see the expansion of interna- 
tional air routes. At present, 
connections from main 
Asian destinations are good, 
but only Lufthansa and Air 
France fly non-stop from 
Europe. Ian Richards, the 
British consul, recommends 
flying via Paris or Frankfurt 
in preference to connecting 
via Beijing. "Changing 
flights within China is not 


much fun. Beijing airport is 
and Tony Blair have also outmoded and cannot cope 



*9 



International attraction: Bfll CSnton on a recent visit to Shanghai Stock Exchange 


been this year, and it Is not 
hard to see why. Following 
extensive investment from 
the Chinese government, 
this city of 13m inhabitants 
is mushrooming as the com- 


Pudong’s $40bn 
development has 
great potential 


with the capacity.” he says. 
"Using Lufthansa or Air 
France is far less hassle.” 

But Mr Richards speaks 
highly of C hina 's domestic 
airlines, which have modem 


mercial and financial centre _ fleets to serve the growing 


of the world's largest 
national market. 

The established part of 
Shanghai lies west of the 
Huangpu river. To the east 
is the $4Qbn (£24bn) develop- 
ment of Pudong New Area. 
Nearest to the river is the 
Lujiazui central business dis- 
trict, the site not only of the 
stock exchange but of 156 
skyscrapers built since the 
beginning of the decade. 

This instant city is home 


international business trav- 
ellers. An international air- 
port is being built on the 
zone’s eastern reaches, next 
to the Yangtze River estu- 
ary. It will eventually have 
four runways. Shanghai's 
existing airport, on the west 
of the city, will be confined 
to domestic flights. The two 
will be connected by a new 
metro system with stops 
throughout the heart of 


internal travel market. 
Again, however, travellers 
can be let down by airport 
facilities. "They were built 
in the days when few could 
afford to fly," be says. 

Shanghai is well off in 
terms of hotels, particularly 
in the five-star market, 
including the Po rtman Ritz- 
Carlton, the Westin, the Hil- 
ton and - much favoured by 
Japanese travellers - the 
Garden. 


These are all in the city 
centre, but in October Tony 
Blair was one of the first 
guests at the Shangri-La, the 
first big hotel to open in 
Pudong. A drab exterior 
belies an interior that is 
much more attractive than 
the average business hoteL 
The Chinese restaurant Is 
particularly to be recom- 
mended, and there are excel- 
lent views from its riverside 
location 'to the Bund, the 
heart of the European area 
during Shanghai's conces- 
sion era. 

The Pudong Shangri-La is 
charging $157 for a room 
plus breakfast until Decem- 


ber 31. after which the rate 
rises to $253. For those who 
want to pay less back in the 
main city, ex-pats recom- 
mend the Jin Jiang, the 

Peace Hotel, the Rainbow, 
the Cypress, and the SofiteL 

Most visitors pay a pil- 
grimage to the Peace Hotel 
in the heart of the Bund. 
This art deco marvel houses 
an eighth-floor restaurant 
serving finp Chinese cuisine 
and views across the river to 
Pudong. Even more people 
flock to the atmospheric 
ground floor jam bar. 

Shanghai has numerous 
other bars of varying 
degrees erf seediness - at the 


reputable end. a German 
beer hall called the Paulaner 

Brauhaus is unaccountably 

popular - and good restau- 
rants. • , 

International dialling and - 
mobile telecommunications 
work well * the enthusiasm 
for mobile phone culture 
seems even greater hert 
than in other Asian cities. 

In Shanghai, taxis are 
plentiful and cheap. Walking 
is safe - the crime rate is 
low - but a health risk 
because of the pollution. For 
a few days, however, it is 
worth braving the smog. 
shang hai feels like a city on 
the way up. 
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GERARD BAKER 

FILE FROM WASHINGTON 


The party’s over, let the good times roll 




It is the end of the line for DC’s flamboyant mayor Marion Barry, as the city embraces a new political era 


With just weeks to go before 
be sniffs the last 
intoxicating fumes of 
municipal authority. Marlon 
Barry is in trouble again. 
The fun-loving mayor of 
Washington, whose trials 
and tribulations have 
dominated the capital's local 
politics for two decades, has 
finally demonstrated, for 
those re maining few who 
may have doubted it. that he 
really knows how to party. 

A month ago. shortly 


before the election that 
chose his successor. 
Hizzoner held an almighty 
farewell bash at the smart 
new MCI Center in 
downtown Washington. 

"A Tribute to the Legacy 
of Marion Barry" was a 
fi tting ra m ming lin g of the 
magnificent and the 
mundane. Luminaries 
chatted with crowds of 
Washington’s indigent 
African-American 
population over canapes and 
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INTERNATIONAL ENERGY AGENCY 


World Energy Outlook 


1998 Edition 


This Outlook, tfco first since the Kyoto agreement on climate change, is based mi a 
new methodology and a now world e n ergy mo d el. It analyses the major issues and 
uncertainties of the global energy scene frees new onfO 2020. fa this p e ri od, the 
Outlook forec a st s that world energy demand w3H grew by 65% mad c aibou (Boride 
•mission* by 70% - unless governments impose strict policies to restrain thorn. 

Fossil fuels will remain the dominant source of global energy. But the balance among them is projected to 
change significantly. The market share of gas will increase while that of oil and coal will remain stable. Non- 
OPEC oil production is expected to peak before 2010. Importing countries will become increasingly 
dependent on Middle East oil ond on unconventional sources, such as shale oil and tar sands, which will be 
tapped increasingly. 

The Outlook examines the cmissions-cutting commitments mode at Kyoto and points out that they will be 
impossible to meet if governments continue to treat energy on a “business as usual" basis. Hence, a whole 
new policy mix - including regulations, flexible market mechanisms and the encouragement of less polluting 
sources such os renewable energy and nuclear power • will be required to meet the Kyoto targets. 

Along with its global analysis, the Outlook contains separate, detailed studies of 10 regions. It will be 
essential reading for energy professionals, policymakers and concerned citizens everywhere. 


If you wish fo order World Energy Outlook please complete the order form below and 
fax it to Customer Services on +44 171 896 2245, or call us on +44 171 896 2244. 
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champagne flutes. Public 
orators lauded the 
contribution the man had 
made in 16 years at City 
HalL A band played. Tears 
flowed. 

The affair was supposed to 
have been self-financing, the 
cost defrayed by sales of 
595-per-head tickets. But 
there seems to have been 
something of a shortfall. 

Last week the city's interim 
chief financial officer 
revealed he was 
investigating allega tions 
that as much as $600,000 in 
local taxpayers’ money may 
have been transferred to .. 
help cover the unexpectedly 
large costs of the Barry gala. 

The news seemed to move 
surprisingly few 
Washingtonians. Perhaps it 
was because the good 
citizens have already become 
too numbed by the Grand 
Gtdgnol that has been the 
Marion Barry mayorship. 
From bis arrest (captured on 
video) for smoking crack 
cocaine in 1990, to bis 
expenses-paid trade missions 
to unlikely places 
(Cameroon was the latest 
this month), to presiding 
over the near-collapse of the 
city's finances, Mr Barry has 
earned his place as a 1990s 
paradigm of municipal 
sleaze and incompetence. 


Another story of Baity 
extravagance was surely not 
going to excite more 
anguish. 

But more likely, most 
Washingtonians might well 
have decided 8600.000 was a 
small price to say farewell to 
the mayor. Why not send 
him off with a flourish? 
Things in DC are looking up. 

There is about Washington 
these days an almost 
dizzying sense of fortunes 
transformed. Almost last 
among the great American 
cities, DC is in the throes of 
a revival And though it is 
not entirely his fault, Mr 
Barry’s curtain call is seen 
as the beginning of a new 
era for the city. 

His successor accentuates 
the sense of transition. 

Apart from the fact that he, 
too, is a black Democrat 
Anthony Williams, who was 
elected by a landslide on 
November 3. has nothing in 
common with his 
predecessor. A well-educated 
technocrat the dapper and 
perennially bow-tied Mr 
Williams is as low key as Mr 
Barry was flamboyant. 

He made his mark, not in 
the grandiloquence of the 
civil rights movement, but 
in the number-crunching of 
DCs chaotic finances over 
the past five years. While Mr 


Barry further polarised a 
racially divided city, Mr 
W illiams won widespread 
support among white as well 
as black voters for his 
message of improved 
efficiency in public services. 

He is already, before 
tairing office, on the verge of 
scoring his first substantial 
victory. He has secured 
agreement from the DC 
Control Board - the panel 
that in effect took over the . 
running of Washington from 
Mayor Barry when the city's 
finances collapsed three 
years ago - that it wfll 
restore to the mayor's office 
many of the municipal 
powers it took away. 

In fact, between them, the 
Control Board and Mayor 
Barry had managed to make 
a good start on getting DC 
back into some semblance of 
order. Over the past year, 
parking meters have been 
mended, schools painted, the 
budget restored to balance. 

It would be wrong to 
exaggerate the 
improvements. Washington 
is still a long way behind 
New York. Chicago or even 
Detroit In the race to US 
metropolitan renaissance. 
Recent media reports have 
highlighted sho cking abuses 
among the DC police, who. it 
seems, are probably the most 


incompetent, trigger-happy 
and corrupt of all the police 
forces in America. Most of 
the district’s public schools 
are still riddled with crime 
and drugs. 

But only a curmudgeon 
would deny that DC is 
gradually reviving. 

The economic explanation ' 
for the changes seems 
obvious - the rising 
economic tide across the 
country has lifted even 
Washington’s battered boat 
a boat mad p leakier by the 
fact that the federal » 

government is now in alm ost! _ ' 
permanent retreat. 

But the political factors 
may be of greater 
significance in the long 
term. In picking the rather 
dull Mr Williams, voters of 
all races in DC appear to 
have turned away from the 
ideological posturing that Mr 
Barry seemed to personify. 

Like his counterparts of both 
parties in other US cities - 
New York. Los Angeles. San 
Francisco. Detroit - Mr 
Williams seems to 
transcend, or at least to 
ignore, partisan labels. 

A new breed of city 
managers, not ideologues - 
barking back to the great 
era of New York's Fiorello 
LaGuardia - Is in charge. 

At least, they are as long 
as the good times continue 
to roll. 
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CONTRACTS & TENDERS 


CALL FOR TENDERS 
REF: L-1/98 

OLYMPIC AIRWAYS SA. invites tenders tor Dry Leasing of 
two (2) aircraft B737-400 m octal. The lease period shall 
commence on April 1. 1999 and wil extend to April 30, 2000. 
with lessee’s renewal option for three additional years. 

The competitive tenders should be made by leasing companies, 
airlines, aircraft manufacturers and financial institutions, 
exducfing any other intermediaries. 

The B737-400 aircraft shall be delivered Fresh C Check and 
equipped with EFIS cockpit ATLAS configuration galleys, 
TCAS, the AFM being in compliance with FAA Advisory Circular 
90-45A or 20-130A regarding Area Navigation Operations, 
Engines CFM56-3C1 with 23,500 lbs thrust rating and preferred 
MTOW 144.000 lbs and above. 

Tenders should include the following: 

Lease Term and Condition both for 13-month period lease and 
for a full four-year lease, with delivery in Athens, painted In 
Olympic's livery. 

Detailed Aircraft and Engine specs. 

Maintenance specs and time intervals. 

When the next *C and TT checks are due. 

Conformance with all current AO’s. 

Next engine removal dates. 

Statement that the aircraft is (are) not involved fat any incident 
Redefivery concStiore. 

Sealed tenders should reach the following address by 
December 5, 1998 at 15:00 hours Athens lime at the latest 
bring the date and time ofthe opening of the tenders. 

OLYMPIC AIRWAYS &A. 

Tender for L-1/98 
For Dry Leasing B373-40Q 

Attn: GENERAL MANAGER - CHIEF FINANCIAL OFFICER 
96-100 Syngrou Avenue 
11741 Athens -Greece 

Far more information please contact the OA. Corporate 
Development Div at Tel. (301) 926.7397, Fax (30 1) 926.7135. 


CONTRACTS & TENDERS 


CALL FOR TENDERS 
REF: L-2/98 

OLYMPIC AIRWAYS S A invites tenders for Dry Leasing 
of one (1) aircraft A300-600R preferred (or alternately 
A31O-30O) model. The lease period shall commence on 
April 1, 1999 and will extend to April 30, 2000, with lessee’s 
renewal option tor three additional years. 

The competitive tenders should be made by leasing 
comp anies, airlines, aircraft manufacturers and financial 
institutions, excluding any other intermediaries. 

The aircraft A300-600R (or A3 10-300) shall be delivered 
Fresh C Check and equipped with: 

- TCAS system with software version 6.04 or later 

• CF6-80C2 engines 
•ATLAS spec galleys 

• The AFM systems shall be in compliance with the FAA 
Advteory Circular 90-45A or 20-13QA regarding The Area 
Navigation Operations. 

Tenders should include the following: 

Lease Term and Condition both for 13-month period lease 

‘ease, with delivery in Athens. 

painted m Olympic's livery. 

Detailed Aircraft and Engine specs. 

Maintenance specs and time intervals. 

When the next -C" and -D" checks are due. 

Conformance with all current AD'S. 

Next engine removal dates. 

Statement that the aircraft is (are) not involved in any 
'nodent RedeUvery contitions. 

Sealed tenders should reach the following address bv 
1998 at 15:00 hours Athens tlmeTtte 
^^bemg the date and time of the opening of the 

OLYMPIC AIRWAYS SA. 

Tender for L-2/98 

For Dry Leasing A300-600R (A31 0-300) 

rr ■ OTEF 

IIT 41 Athens - Greece 

For more information please contact the Q A. 
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THE ARTS 




LONDON 

Although London theatre fare 
changes less for Christmas than 
that of any other British city, 
three of this year’s leading 
metropolitan Christmas 
entertainments open this week. 
Janet Suzman directs The Snow 
Palace, by Pam Gems, opening 
tomorrow at the Tricycle Theatre. 
Dominic Cooke directs hts own 
adaptation of Arabian Nights, 
opening at the Young Vic on 
Wednesday. And Jutian Crouch, 
Phelim McDermott, Lee 
Simpson, and Neil Bartlett 
collaborate in staging their 
adaptation of Angela Carter’s 
Cfecfera/fei (left), opening on 
Thursday at the Lyric Theatre, 
Hammersmith. 

NIIGATA 

Barely drawing breath after their 


latest trip to the US. Valery 
Gergiev and the Kirov Orchestra 
arrive in Japan tomorrow for a 
two week tour. Their opening 
and closing concerts ere at 
the Niigata Performing 
Arts Centre. They also 
visit Osaka and 
Tokyo with _ 
symphonies by 
Tchaikovsky. Mahler, 

Beethoven and 
Brahms. 

TOKYO 

A year-long festival of 
British contemporary 
music reaches Its dimax 
at Orchard Hat] on Saturday, 
when the Tokyo Philharmonic 

Symphony Orchestra gives the 
world premiere of Mark-Anthony 
Tumage's Silent Cities. Music by 
Thomas Ades and Cofin 


already featured in 



FRANKFURT 

In 1983 construction workers 
near the Chinese city of 

Guangzhou stumbled 
on the large stone 
chamber tomb 
of king Zhao 
Mo. The tomb, 
seated in 122 
BC, contained 
treasures (left 
and rif^it) 
which, for the 
first time in the 
west, will be 
displayed at the 
Schim Kunsthalle 
over the next 
month, starting on 
Saturday. 

MUNICH 

The art of the Media comes to 
the Kunsthalle der Hypo- 



Kutturstiftung on Friday. More 
than 180 treasures, including 
paintings by Botticelli and 


Raphael, wiH be on display for 
the next three months. 

AMSTERDAM 

The Netherlands Opera’s new 
production of Tchaikovsky's The 
Queen of Spades opens at the 
Muziektheater on Wednesday, 
with Galina Gorchakova and 
Vladimir Galuzin in leading roles. 
Semyon Bychkov conducts a 
staging by Lev Dodin. 

UTRECHT 

Yan Pascal Tortelier takes the 
BBC Philharmonic Orchestra on 
tour to the Netherlands this 
week, starting tomorrow with a 
concert at the Vredenburg In 
Utrecht The lour repertoire 
includes works by Vaughan 
Williams. Frank Bndge and 
Grieg, with piano soloist Kathryn 
Stott. 



Undoubted tours de force: bhie-and-white porcelain dish with dragons among waves, Chenghua (1465-87); and a pair of porcelain and enamel moon flasks with dragon, Qianlong (1736*95) 

Dishes fit to set before the king 

Susan Moore marvels at the Au Bak Ling collection of Imperial Chinese stoneware and porcelain on show in London 


Rossini sparks a 
feisty performance 


Only practitioners of the Three 
Perfections - painters, calligra- 
phers and poets - were regarded 
-jjiy the Chinese as artists. Sculp* 
• tors, potters, metalworkers and 
the like, however skilful, were 
merely craftsmen and the objects 
they produced were never 
accorded the status of works of 
art. 

With that in mind, standing 
before the astounding Chinese 
imperial ceramics unveiled at 
London’s Royal Academy of Arts 
is a humbling experience. For it 
is the consummate ■“artistry" of 
these vessels that is most imme- 
diately striking - the eloquent 
form, the unerring eye in placing 
the motif, the liveliness of the 
painters' brush. That such exact- 
ing skills should be lavished on 
such functional objects is a mark 
of a great civilisation. 

On show at the RA is the 
cream of the Au Bak Ling Collec- 
tion. Never previously exhibited, 
this 300-piece collection is proba- 
bly the finest of its kind in pri- 
vate hands, certainly outside 
Japan. It is the remarkable 
achievement of a self-educated 
Hong Kong educational pub- 
lisher. entrepreneur and philan- 
thropist who started work at the 
age or eight and left school two 
years later. 

It all began in 1974 when a 
colleague invited Au lo view a 
Sotheby's Hong Kong auction of 


Chinese ceramics. So struck by 
what he saw. he returned the 
next day. bidding feverishly and 
securing 14 lots, (None of that 
initial enthusiasm has waned; he 
gave another theatrical bidding 
performance at Christie's London 
earlier this month.) He knew 
nothing, but learned very quickly 
and now ranks among that 
increasingly exclusive band of 
collectors whose knowledge 
rivals that of the experts. 

Au bought extensively from 
same of the great Hong Kong 
collections dispersed in the 1980s. 
realising they offered more or 
less the last opportunity to 
acquire important pieces. Cer- 
tainly there is almost nothing in 
his collection that could be 
described as routine. 

Many of his ceramics have 
counterparts only in the former 
Chinese imperial collection, now 
in Taiwan, and in the Palace 
Museum. Beijing. Some are 
unique. Their unveiling here, 
courtesy of Asia House, is a coup 
for the organisers of the Asian 
Art in London initiative. 

Au's collection is not intended 
to be a comprehensive survey. 
His focus is the stoneware and 
porcelains produced for imperial 
use during the best periods of 
ceramics manufacture from the 
Song period (960-1 279 j onwards. 

A handful of objects represent 
Song ware which, for many. 


remains the supreme achieve- 
ment of the Chinese potter - the 
culmination of centuries of con- 
tinuous development in the tech- 
nique of high-temperature firing. 
(The Chinese began producing 
porcelain about 1,000 years before 
the west; stonewares date back 
3.000 years.) These vessels are of 


In the monochrome 
wares, the crackle of 
the glaze, the 
deliberately induced 
happy accident of 
firing, is all the 
decoration needed 


deceptive simplicity, their bodies 
and glazes, shapes and ornament 
mutually enhancing to a degree 
that has perhaps never been sur- 
passed. 

Take the dish made of Ru ware, 
the official ware of the Northern 
Song court and the rarest Chi- 
nese ceramic today. Its high-fired 
blue-green gives the piece the 
lustrous translucency and soft 
sheen of jade. In these mono- 
chrome wares, the crackle of the 
glaze, the deliberately induced 
happy accident of firing, is all the 


decoration needed. These Song 
objects would have graced the 
tables of the ruling elite of schol- 
ar-officials - wine cups and water 
vessels for cleaning brushes or to 
hold water for mixing Ink. flower 
vases and incense burners. 

Next come the massive, exuber- 
ant blue and white jars and 
dishes of the Mongol Yuan 
Dynasty founded by Khubilai 
Khan (1279-1368), the cobalt of the 
rich blue glaze a new import 
from Persia. Surface decoration 
became the prominent feature, 
with bands of scrolling lotus, 
chrysanthemum and peony, or 
with scenes from popular plays. 
These porcelains were admired 
not so much by the native 
Chinese as by the Mongols. 
Persians and other foreigners in 
China and abroad. 

Little wonder that the Ming 
emperors were slow to accept a 
style of decoration favoured by 
their •’barbaric" usurpers. The 
first, Hongwu, favoured under- 
glaze copper-red. His successor 
was the first to have porcelain 
made for imperial use inscribed 
with a reign mark. The court 
came to monopolise and exert 
strict control over porcelain pro- 
duction as Jingdezhen, harness- 
ing the best raw materials and 
the most skilled craftsmen to 
serve the ceremonial, official and 
persona] needs of the emperor. 
Any slightly blemished reign- 


marked pieces were now 
destroyed rather than sold off as 
seconds. 

Few monochrome imperial por- 
celains have found their way into 
this collection - one delectable 
exception is the exquisite Qjng 
dynasty “peach-bloom" bottle 
with a ringed Deck. Au’s predilec- 
tion is more for Qing "Dam file 
rose" porcelains. The introduc- 
tion of enamel colours from 
Europe, notably pink and white, 
resulted in a new pastel palette 
and a far greater naturalism. 
Sparse, asymmetrical blooms and 
branches are now wrapped inge- 
niously around a vessel, what- 
ever its shape, spilling over rims 
at whim. In terms of technique 
and composition, these are 
undoubted lours de force. 

“100 Masterpieces of Imperial Chi- 
nese Ceramics", sponsored by HSBC 
and Royal & SunAlllance, continues 
at the RA until December 20. More 
exceptional Chinese Imperial porce- 
lains are also on show at London 
University's Permval David Founda- 
tion (53 Gordon Square, WC1). “Rare 
Marks on Chinese Ceramics”, organ- 
ised jointly with the V&A, continues 
until May 28 1999. Meanwhile, Ken- 
sington Palace State Apartments 
stages a reconstruction of William 
and Mary's famed porcelain gallery i 
in 1893 with displays of Japanese , 
kaktemon and Chinese export wares, 
also until the spring. I 


OPERA 

DAVID MURRAY 

Barter of Seville 
English National Opera 


You could raise small quibbles 
about the ENO’s latest revival of 
Rossini’s Barber of Seville, in 
Jonathan Miller's 1987 produc- 
tion (re-staged by Henry Little). 
100 minutes, with all the statu- 
tory repeats, is a lot for a Ros- 
sini comedy’s first half; well 
before the end of the second half, 
one wished that the intrigue had 
a speedier conclusion. 

Neither of the young male 
principals can sing quick down- 
ward runs cleanly (a point of 
technique that Rossini would 
have thought essential), nor - at 
first - the heroine, although this 
Rosina soon rose to more scrupu- 
lous form. All three of them let 
their pitch wander on passing 
high notes. The baritone and 
bass “villains" were too ready to 
talk and shout their way 
through their main arias, where 
full-blooded singing Is always 
more effective in the end. 

Although the smart modern 
translation by Amanda and 
Anthony Holden gets everything 
across very well, some musical 
points still grate; an excess of 
consonants and English diph- 
thongs in fast music which sings 
incomparably better in Italian, 
and some clanging false stresses 
in the recitatives. One Holden or 
the other should spend an hour 
or two devising more fluent 
alternatives for their text 

Mark Shanahan conducted 
with unhurried elegance, which 
paid diminishing returns. As the 
evening stretched on, the ensem- 
ble between orchestra and 
anxious voices began to collapse. 
At the point of maximal diver- 
gence. it was comical to hear the 
singers forcing Shanahan to rise 
to the tempo they wanted. 

Now, forget all that. This is a 


delectably fresh Barber. Its male 
leads. Christopher Maltman’s 
Barber and Toby Spence's Count, 
are uncommonly young and 
bright; and Lesley Garrett sings 
her first Rosina, returning to the 
Coliseum after winning a much 
larger public through CDs and 
TV (a lot of her fans were at the 
Coliseum). 

That hasn't compromised her 
singing. On the contrary, her 
stylish confidence - with a first- 
class trill, rare these day's - was 
a continual pleasure, her feisty 
presence always clever and 
sparky. Mature, of course, bnt 
sexy; that lent extra piquancy to 
the Count's courtship, since 
Spence looks like a tall, green- 
stick choral-scholar (which be 
was. quite recently), and mugs 
like a bashful teenager. Thus far 
the voice lacks some body and 
weight, which it will surely 
acquire, but its incisive ring at 
high points carried him through 
everything that mattered. 

Maltman's lusty Figaro, the 
ubiquitous barber and fixer, is 
almost insufferably smog: quite 
right, although he might send 
himself up a bit more. He deliv- 
ers his famous number (“Figaro, 
Figaro!") with artful panache. 
Gordon Sandison's Don Bartolo 
remains a rich study, a gor- 
geously saurian old reprobate, 
and Mark Beesley’s Don Basilio 
is impeccably gross and slimy. 
Claire Weston and Leigh Melrose 
lend lively distinction to lesser 
roles. 

Barbers will always come and 
go, but this one sets high, satis- 
fying standards in several 
departments. Unless you’re 
gravely allergic to Rossini, or 
even if you are, this Barber may 
let yon hear why the opera has 
earned its imperishable status, 
and still revels in it. 

‘Barber 1 continues at the Coliseum, 
London WCZ with the same cast 
until mid-January, and thereafter 
with two new principals. 



Detectable: Toby Spence, Lesley Garrett and Gordon Sandison 
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ADELAIDE 

OPERA 

State Opera of South Australia 
The Ring: second cycle of 
Wagner's opera. Performed m 
Australia for the first time since 
1913. The Ring is conducted by 
Jeffrey Tate and includes Janis 
Manm among the cast: to 
Dec 4 


AMSTERDAM 

EXHIBITION 
Rgksmuseum 
Tel: 31-20-673 2121 
Shakudo: display of Asiatic 
objects highly popular in Europe 
and imported in large quantities 
by the Dutch East India 
Company. Mainly they were 
luxury goods such as sword hilts 
and tobacco boxes; to 
Apr 5 

OPERA 

Netherlands Opera. Het 

Muziektheater 

Tel: 31-20-551 8911 

Pique Dame: by Tchaikovsky. 

Staged by Lav Dodin and 

conducted by Semyon Bychkov. 


Dec 4 


CHICAGO 

CONCERT 
Orchestra Han 
Tel: 1-312-294-3000 

www.chicagosymphony.org 
Chicago Symphony Orchestra: 
conducted by Pierre Boulez in 
the world premiere of Thomas’s 
Orbital Beacons, and in works by 
Debussy. With the women of the 
Chicago Symphony Chorus 
conducted by Duain WoKb; 

Dec i 


COLOGNE 

OPERA 

Oper der Stadt 

Tel: 221-221 8400 
Die Vogel: first modem staging 
for Walter Braunfels’s opera 
premiered in 1920. it was banned 
by the Nazis and largely 
forgotten until a recent recording. 
This production is conducted by 
Bruno Weill and staged by David 
Mouchtar-Samorai; Nov 30 


FLORENCE 

OPERA 

Teatro Comunale 
Tel: 39-055-211158 
www.msggioborentino.com 
La BohGme; by Puccini. 
Conducted by Semyon Bychkov 
m a staging by Jonathan Miller; 

Dec 3 


HELSINKI 

OPERA , 

Finnish National Opera 

Tel: 358-9-403 021 


Anna Boiena: by Donizetti. 
Conducted by Maurizio Barbacini 
in a new staging by Jussi Tapola, 
with designs by Anna Kontek; 
Nov 30; Dec 2, 4 


LONDON 

EXHIBITION 
National Gallery 
Tel: 44-171-839 3321 
Mirror Image: Jonathan Miller on 
Reflection. Show exploring the 
representation of mirrors in art 
curated by Miller and featuring 
loans from public and private 
collections. Includes Van Eyck's 
famous Amolfini Portrait, and 
works by Freud. Caiflebotte and 
George Romney; to Dec 13 

Tate Gallery 
Tel: 44-171-B87 8000 
Turner in the Alps: undertaken in 
1802. this was J.M.W. Turner’s 
first visit to continental Europe. 
The exhibition contains 68 works 
on paper, revesting the artist's 
initial impressions of the inspiring 
landscapes he encountered; to 
Feb 14 

OPERA 

English National Opera, 

London CoKseum 
Tel: 44-171-632 8300 
Boris Godunov: by Mussorgsky. 
Conducted by Noel Davies !n a 
new staging by Francesca 
Zambello, with sets by HUdegard 
Bechfler. Gidon Saks sings the 
title role; Dec 2, 4 

THEATRE 
National Theatre 
Tel: 44-171-928 2252 
Betrayal: by Harold Palter. Trevor 


Nunn directs Pinter's 1978 play, 
with a cast including Anthony 
Calf and Imogen Stubbs; 
Lyttieton Theatre; Dec 4, 5 


NEW YORK 

Pierpont Morgan Library 
Tel: 1-212-885 0008 
Charles Dickens - A Christmas 
Carol: the manuscript of 
Dickens's novel is the 
centrepiece of this holiday 
exhibition; to Jan 3 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.mefqpera.org 

• La Traviata: by Verdi. 
Production by Franco Zeffirelli 
with a cast including Patricia 
Racette and Marcelo Alvarez. 
James Levine is the conductor 
Nov 30; Dec 4 

• Le Nozze de Figaro: by 
Mozart Production by Jonathan 
Miller, with a cast including 
Felicity Lott and Barbara Bonney. 
James Levine conducts; Dec 1 , 5 


OTTAWA 

EXHIBITION 

National Gallery of Canada 
Tel: 1-613-990 1985 
Songs on Stone; James McNeill 
Whistler and the Art of 
Lithography. Around 200 works 
by the American expatriate, 
including drawings, etchings and 
paintings; to Jan 3 


PARIS 

CONCERTS 


Salle PfeyeJ 
Tel: 33-7-4561 6589 

• Orchestra de Paris: 
conducted by Emmanuel Krivfne 
in works by Brahms. Beethoven 
and Dvorak. With piano soloist 
Krystian Zi merman; Dec 2 

• Orchestra de Paris: 
conducted by Emmanuel Krivine 
in works by Brahms, Beethoven 
and Dvorak. With piano soloist 
Krystian Zimerman; Dec 3 

Musee d'Orsay 
Tel: 33-1-4049 4814 
www. Musee-Orsay.fr 
Stephane Mallarme (1842-1898): 
retrospective exploring the work 
of the French Symbolist poet, 
and his influential relationships 
with his literary and artistic 
contemporaries; to 
Jan 3 

OPERA 

Op£ra National de Paris, Opera 
Bastille 

7a f: 33-1-4473 1300 
www. opera -de- paris. fr 
The Merry Widow: by Franz 
Lehar. Conducted by Annin 
Jordan, with a cast including 
Frederica von Slade and Hakan 
Hagegard; Dec 1, 4 


ROME 

CONCERTS 

Accademfa Nazionaie dl Santa 

Cecilia 

Tel: 39-6-6880 1044 
• Orchestra and Choir of the 
Accademia Nazionaie di Santa 
Cec: conducted by Norbert 
Balatsch in works by Beethoven. 
With piano soloist Michele 
Campanula; Dec 2 


• Orchestra dell'Accademia 
Nazionaie di Santa Cecilia: 
conducted by Vladimir Spivakov 
in works by Haydn and Handel; 
Nov 30; Dec 1 


in a staging by John Copley, with 
sets by Cari Toms. The title role 
is sung by Thomas Moser; 

Dec 2. 5 


ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel: 31-10-440 0300 
Up to the bare bones: Human 
remains in museums. An 
estimated 100,000 human beings 
have found their last resting 
place in Dutch museums, 
whether in the form of mummies, 
skulls, skeletons, reliquaries or 
otherwise. This exhibition is the 
first to address this phenomenon 
directly, presenting exhibits from 
medical, sacral, ethnographical 
and archaeological collections: to 
Jan 10 


SAN FRANCISCO 

EXHIBITION 

San Francisco Museum of 
Modern Art 

www.sfmoma.org 

Alexander Calder (1898-1976): 
around 250 works, among them 
some of the best examples of 
Calder's formally innovative 
sculpture. Alongside the mobiles 
and stabiles are selected 
paintings, drawings and jewellery; 
to Dec 1 


ZURICH 

EXHIBITION 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Max Beckmann and Paris: more 
than 100 masterpieces of 
modem art from public and 
private collections around the 
world. Works by Beckmann are 
shown alongside paintings by 
Matisse. Picasso, Braque, Leger 
and Rouault; to Jan 3 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 6 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 


22JXh World Business Today 

Update 7 


OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tel: 1-415-864 3330 
www.sfopera.com 
Peter Grimes: by Britten. 
Conducted by Donald Runnicles 
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FT INTERVIEW LAWRENCE EAGLEBURGER 


A diplomat’s determination 

The man appointed to resolve the issue of unpaid Holocaust-era insurance claims 
tells John Authors and Richard Wofffe of moral and practical dilemmas 


L awrence Eagiebur- 
ger. the former US 
secretary of state 
appointed to chair 
the international commis- 
sion on European insurers 
who have never paid out on 
Holocaust victims’ policies, 
faces a familiar dilemma. 

As a career diplomat, he 
has deep principled objec- 
tions to the use of sanctions. 
But as other powerful US 
figures involved in attempts 
over the past few years to 
decide what Swiss banks 
should pay Holocaust survi- 
vors have discovered, some 
US politicians believe sanc- 
tions are appropriate. They 
are already preparing to 
impose them. 

Mr Eagleburger's investi- 
gation. will take up to two 
years to establish how much 
insurers should pay to Holo- 
caust victims, their families, 
or representative organisa- 
tions. Al stake could be very* 
large sums and the reputa- 
tions of some of Europe’s 
biggest insurers. 

He says: “I have almost 
never in my past incarna- 
tions been an advocate of 
sanctions. That isn't to say I 
totally reject [them]. But I 
don’t know enough about 
what companies are out 
there that should be in the 
process. And I don't know 
how sanctions would work 
even If I knew which compa- 
nies were involved." 

The insurance regulators 
for California. Florida and 
New York, who sit on the 
commission with him, bave 
threatened to impose sanc- 
tions on European insurers 
that do not provide Tull 
information about the Holo- 
caust. or join the commis- 
sion. They have legislation 
in place to do so. It is one of 
many indications for Mr 
Eagleburger. as he assesses 
his task a month after his 
appointment, that finding a 
solution regarding insurers 
and the Holocaust will be a 
huge diplomatic challenge. 

Paul Volcker. former 
chairman of the US Federal 
Reserve who chaired the 
commission that tried to 
audit Holocaust victims' dor- 
mant accounts held by the 
Swiss banks, opposed sanc- 
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lions. So did Stuart Eizen- 
stat. the undersecretary of 
state who came close to bro- 
kering a settlement between 
the Swiss banks and the law- 
yers suing them in the US. 
He said that sanctions, as an 
aspect of foreign policy, 
should be left to the State 
Department, rather than to 
individual states and cities. 
That argument wa9 
reinforced by a federal court 
decision this month, which 
struck down a Massachu- 
setts sanctions law against 
Burma as unconstitutional. 

Mr Eagleburger says sanc- 
tions would not work, and 
that threats of sanctions at 
this stage are “counter- 
productive’'. He says: “Once 
you have sanctions, how do 
you get rid of them? I would 
not totally reject it, but I 
have no particular use for 
that as a means of leverage 
at this stage.” 

Unlike Mr Volcker. whose 
remit was to examine a 
small group of Swiss banks 
who agreed to the process in 
advance. Mr Eagleburger has 
to persuade companies to 
join the process. Six Euro- 
pean insurers have agreed to 
be bound by the commis- 
sion’s decisions, and are rep- 
resented on it But several 
others, especially in eastern 
Europe, also have unpaid 
policies for Holocaust vic- 
tims or surviving relatives. 

Mr Eagleburger says: “The 


question in those cases 
involves not only other com- 
panies. but the governments 
of these countries, who need 
to be talked to as well. In a 
number of cases where there 
is a company which should 
be involved but isn’t. I think 
the government should be 
involved. F’m prepared to 
pack my suitcase and my 
tin cup and go around 
Europe.” 

But apart from reasoned 
argument - or sanctions - 
he has little obvious lever- 
age to win recalcitrant insur- 
ers over. 

He also faces problems 
over how to conduct the 
investigation, and establish 
what happened. Unlike Mr 
Volcker, who undertook an 
exhaustive forensic audit of 
the Swiss banks, which still 
continues. Mr Eagleburger 
will not try to establish pre- 
cisely the amounts owed by 
the insurers. 

“The lessons of the 
Volcker commission need to 
be learned as I go on with 
our work. A lot of what the 
Volcker commission has 
done has been very useful in 
terms of avoiding pitfalls. ] 
don't want this effort to end 
up spending a huge amount 
of money to establish facts, 
or try to establish facts, that 
I think can be apportioned at 
least in a general way in a 
less expensive process.” 

So Mr Eagleburger will 


rely on sampling, rather 
than on full forensic audits, 
to establish a lair sum. As 
the Volcker process has been 
at work since eaiiy 1996 and 
has still not produced a total 
sum for which the Swiss 
banks are liable, this seems 
to have the support of all 
sides. Mr Eagleburger now 
accepts that his work will 
take two years, despite his 
jnfrtfli optimism that it could 
be done in one. However, he 
says: ”1 certainly don’t want 
to go Into 2901 with this not 
solved." 

At 68, Mr Eagleburger is 
prepared to give up several 
lucrative directorships to 
throw himself into this work 
because it is an important 
issue for him. After a life- 
time as a diplomat, includ- 
ing a long stint as ambassa- 
dor to Yugoslavia, he 
became secretary of state 
under President George 
Bush, the first career diplo- 
mat in that position. In that 
capacity, he had to wrestle 
with how the US should 
respond to the early stages 
of the Yugoslav war, a moral 
dilemma with strong echoes 
of the west's Inaction during 
the rise or Nazism and 
anti-Semitism in Germany. 

“It’s about the west's 
moral responsibility. We bad 
a moral obligation from the 
beginning of the Holocaust 
and the whole process of the 
rise of anti-Semitism in Nazi 
Germany, which we didn’t 
fulfil,” he says. He believes 
the issue of recompensing 
Holocaast survivors has 
resurfaced so dramatically 
half a century after the sec- 
ond world war for reasons 
“as much psychological as 
anything”, and that people 
In the west suffer “a sense of 
guilt which I happen to 
think is appropriate”. 

He adds: “We have a moral 
obligation to finally take a 
look in the mirror and say 
There but for the grace of 
God go we’. I have believed 
for a very long time, includ- 
ing when I was at the State 
Department, that the west in 
general has had some 
responsibility for the Holo- 
caust We either didn’t want 
to hear about it or didn't 
much care.” 
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Currency ranges are necessary to 
fill worldwide rules vacuum 


From Mr C. Fred Bergsten. 

Sir, Ravi Bulchandani's 
criticism of my “How to Tar- 
get Exchange Rates”, 
(November 20) in his letter 
of November 24 is based on 
three fundamental misun- 
derstandings of the proposal 

First, there would be no 
return to fixed rates. The 
suggested wide bands of 20 
to 30 per cent assure that 
rates would continue to float 
virtually all the time as in 
the European Monetary Sys- 
tem since 1993. 

Second, the need for cen- 
tral hanks to alter monetary 
policy to defend the bands 
on rare occasions is not 
aimed at promoting any 
“common good”. As Paul 
Volcker has argued elo- 
quently in the case of the 
United States, countries 
would strengthen their own 
economies' performance by 
taking greater cognisance of 
messages sent by the 


exchange markets. Such 
messages would be 
especially pertinent in 
light of the wide ranges 
envisaged. 

Third. Mr Bulchandani's 
fear that .the United States 
might at some point try to 
“depreciate its way to pros- 
perity" would best be count- 
ered by adaption of currency 
ranges. They would fill the 
present vacuum in which 
there are no international 
roles or even informal agree- 
ments that deter competitive 
depreciation. 

1 agree with Mr Bulchan- 
riani that the European Cen- 
tral Bank should cut interest 
rates “early and often". 

A currency zone arrange- 
ment that limited the per- 
missible appreciation of the 
euro would be a very effec- 
tive means to achieve that 
result, especially in a world 
with very little inflation 
where no one would argue 


that the Federal Reserve 
should increase US rates 
instead. 

It is no surprise, however, 
t hat a currency strategist for 
a maj or f^anriai institution 
would oppose a suggestion 
to increase, even modestly* 
the stability of exchange 
rates. As Volcker has 
emphasised, “financial insti‘ 
tutions operating interna- 
tionally have developed a 
substantial vested interest in 
market instability”. 

It can only be hoped that 
broader considerations will 
prevail in the debate that 
has been launched by the 
new German government. 

C. Fred Bergsten, 
director. 

Institute for International 
Economics, 

11 Dupont Circle, 

N.W. Washington DC 
20036-1207, 

USA 


Experience of ERM shows that wide 
currency zones need not be irrelevant 


From Mr Avinash PerseauL 

Sir, Your editorial on 
“targeting exchange rates" 
(November 26) makes a num- 
ber of important observa- 
tions but draws the wrong 
conclusion. One theory of 
exchange rate arrangements 
is that the more open an 
economy to international 
trade, the more vulnerable 
domestic policies are to 
being derailed by currency 
movements. 

Consequently, the more 
pressure there will be for 
tight exchange rate arrange- 
ments. No wonder that li 
open economies in Europe 
are on the doorstep of eco- 
nomic and monetary union. 
No wonder too that the US is 
often a reluctant bedfellow 
in exchange rate arrange- 
ments. 

Emu turns Europe from a 
collection of open economies 


into a fairly closed economy. 
International trade as a per 
cent of gross domestic prod- 
uct is close to 40 per cent in 
Germany but around IS per 
cent for the euro-zone. It Is 
about the same level in the 
US. Any exchange rate tar- 
get zone between Europe 
and the US would have to be 
loose. But your leader is 
wrong to suggest that the 
feasible target zones would 
have to be so wide as to be 
irrelevant. 

A s imilar view was held 
when the fluctuation bands 
of the ERM were widened 
from 235 per cent to 16 per 
cent on August 1 1993 in the 
face of speculation. Contrary 
to expectation, these bands 
have smoothly guided cur- 
rencies towards Emu. 

The +/- 15 per cent bands 
were stabilising because at 
the edge of the band there is 


so much downside to a failed 
attack that it stops specula- 
tion. Fur ther , given, how far 
the exchange rate would 
have had to move to get the 
edge of the band, there was 
reason to believe that inter- 
est rates would have moved 
In support of the band. 

The near 80 per cent 
appreciation of the US dollar 
versus the yen between 1995 
and 1997 triggered the Asian 
currency crisis, which pro- 
voked the Russian rouble 
devaluation, threatened the 
Brazilian Real and led to 
lower US rates anyway. Tar- 
get zones should not be dis- 
missed so lightly. 

Avinash Persaud, 

global head of currency 

research, 

JP Morgan, 

60 Victoria Embankment, 
Loudon EC4Y 0JP. UK 




Evidence of 
credit craze 
inconclusive $ 

From MrRA Ledinglw^ t 

Sir, Professor Congdons 
analysis of US bank debt, 
which leads him to the con- 
clusion that there has been a 
credit craze rather than the 
danger of a credit crunch in 
the US (letters. November 
23). is incomplete. . 

Leaving aside any discus- 
sion of whether a credit 
crunch is demonstrated by a 
reduction of new commit- 
ments rather than new lend- 
ing. a large proportion of US . 

commercial and industrial 

finance is provided directly 
by public bond and commer- 
cial paper markets. In the 
four weeks to October 26, US 
bank te n din g may well have 
risen by 1.9 per cent but 
during that period US bond 
mar kets were virtually shut 
to lower investment grade 
borrowers and a number of 
issuers were unable to roll 
their commercial paper in 
the market. 

Part of the increase in 
bank lending cited by Prof 
Congdon will have been as a 
result of corporates drawing 
on commercial paper back- 
stop lines and part will have 
financed redemptions in the 
bond markets. Unless these 
switches from public market 
finance to bank finance are 
addressed, no meaningful 
conclusion on the availabil- i 

jty of US commercial and > 

Industrial credit can be V 

reached. r 

The US public debt mar- 
kets reopened to many cor- 
porate borrowers in Novem- 
ber. It would be extremely 
unfortunate if any commen- 
tator were to conclude that 
the resultant swing back 

from hank finan ce to public 

market finance was indica- 
tive of a banking credit 
crunch in the US. 

RA Ledingham, 

The Old Hat, 

Preston Bissett, 

U ni-bing'Iigractiir e 

UK 
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Reuters is 

CONNECTED 


Lisa Patient 

Director 

Securities Transactions 

Systems 

UK! 


hi a tusker tba; is tundamentaft- efiancyng veu need to caU nn a reliable 
..■srabicihed. global proud*. Reuters n tta; company. 

'Reuters LIFFE CONNECT’’-’ Cheat* allow traders direct access to the 
new electronic Equity Options market via LiFFE’s Easy Net network. 

Reuters delivers an electronic order handing tracing to ci for the Futures 
market as part ot our integrated solution for Stratfn Though Processing. 
It’s quick, effective and accurate, afcwwng Global Exchange trading 
across mulupJe markets. 

Reuters - the key to successful solutions 
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How to save Russia 

The IMF is host to a group of Russia experts at a brainstorming session in 
Washington today. John Thornhill outlines what a briefing paper might say . . 


I f you have not already 
lain awake at night 
screaming about Rus- 
sia. perhaps you should 
start. The prospect of the 
biggest country in the would 
crashing into economic 
disaster is rapidly develop- 
ing from a remote possibility 
into a real danger, with an 
appalling impact on the 
country's 150m suffering 
people, and wholly unpre- 
dictable consequences for 
the rest of us. 

Following the financial 
crash in August 30 per cent 
of the population has slipped 
below the official monthly 
subsistence level of Rbs552 
(830). Last week, the Red 
Cross highlighted the “silent 
disasters" occurring in many 
outlying regions of Russia, 
such as Chukotka, where the 
average life expectancy has 
plummeted to just 34 years 
since the break-up of the 
Soviet Union. 

Already, Russia has 
defaulted on its domestic 
debt cutting itself off from 

the tnatn mwariq of financing 

its budget deficit and wiping 
out billions of dollars of for- 
eign investors' money and 
domestic bankers’ assets. 
Last week, the government 
entered into discussions to 
reschedule the Soviet-era 
debts it inherited. Unless it 
moves urgently to raise addi- 
tional tax revenues, there is 
even a risk next year that it 
might default on its post- 
1992 eurobonds and SSbn of 
principal and interest repay- 
ments to the International 
Monetary Fund and World 
Bank. 

That would not only spell 
disaster for Russia, by cut- 
ting it off from international 
finance for years to come, 
but would also represent a 
calamity for the fund, which 
has one-fifth of its outstand- 
ing loans committed to 
Russia. A default would cre- 
ate enormous cashflow prob- 
lems for the IMF and 
severely limit its capacity to 
support other member coun- 
tries. 

Just imagine what may- 
hem Republicans in the US 
would make out of such a 
development in the run-up to 
the presidential elections. 

There are signs that the 
Russian government is 
beginning to understand the 
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model reformer, but he is 
perhaps the best prime min- 
ister Russia could wish for 
in the current circum- 
stances. His main advantage 
is that he knows how to 
speak to parliament and 
build a consensus in a way 
no other prime minister has 
been able to do since 1991. 

Mr Primakov may be the 
only Russian prime minister 
who could persuade the 
Communist-dominated par- 
liament to adopt a tough 
budget Cut off from external 
finance, tbe government 
needs to perform the seem- 
ingly impossible and ran a 


of the presence of several 
left-leaning economists 
opposed to Mr Yasin’s liberal 
economic stance. 

But drawing up a tough 
budget will be the easy part; 
implementing it is a wholly 
different challenge, as has 
been proved by the bitter 
experience of the past few 
years. The Russian govern- 
ment’s attempts to keep its 
budget deficit under control 
have resulted in perverse 
and cruel outcomes, such as 
the build-up of massive pay- 
ment arrears. Bluntly, the 
government has been able to 
keep spending under control 


The G7 countries could help fund, 
train and equip an efficient tax 
service to raise the revenue needed 
to rebuild the Russian state 


seriousness of the danger, 
Yevgeny Primakov may not 
be Washington’s idea of a 


sizeable primary budget sur- 
plus - unless it Is to resort 
to printing money on a large 
scale. 

There does seem to be a 
growing consensus in 
Moscow that the fiscal situa- 
tion lies at the root of all 
Russia’s troubles. In a dis- 
cussion at the Carnegie 
Moscow Centre last week, 
Yevgeny Yasin, the former 
economics minister , said: "if 
we do not solve tbe problem 
of the budget, we will not be 
able to solve any other prob- 
lem.” 

This view attracted no dis- 
sent at the meeting, in spite 


only by failing to pay teach- 
ers and doctors their wages 
and pensions. Not only is 
this a humanitarian crime 
but It has also fatally under- 
mined popular support for 
“market reforms". 

As is to be expected, the 
Russian government is put- 
ting the IMF under enor- 
mous pressure to resume its 
lending programme on simi- 
lar conditions to before. As 
ever, there is an implicit 
threat involved; unless you 
provide the money, the argu- 
ment runs, we will be forced 
to print it. 

But it is perhaps time to 


stop the charade that the 
IMF pretends to help and the 
Russian government pre- 
tends to reform. 

We must acknowledge the 
extent of the fund’s impo- 
tence. The lesson of the past 
few years is that the IMF 
cannot control the imple- 
mentation of the Russian 
budget, no matter how much 
tbe International community 
might like it to. The fund 
was not designed to micro- 
manage other countries' 
economies. It does not have 
the skills, the experience, or 
the desire to do so. It should 
not trespass so far into tbe 
sovereignty of other nations 
as to dictate precisely how 
the government spends its 
money. Any such attempt 
would result in a fearful 
political backlash. 

But the international com- 
munity. if not the IMF, could 
still make one enormous 
contribution to Russian 
reform: not so much the 
Grand Bargain that was 
envisaged in 1991 as a Little 
Promise. In return for the 
Russian parliament paccing 
a fair and reasonable tax 
code, the G7 leading indus- 
trialised countries could 
offer to help fund, train and 
equip an efficient tax service 
to raise the revenue needed 
to rebuild the Russian state. 

Tax officials should be 
recruited from tbe best uni- 
versities and paid well to 
remove tbe temptation of 
corruption. They should 
have the computers to estab- 
lish a national tax register 
and the power to take on the 
criminal organisations that 
control so many economic 
choke-points. 

One hope would be that 
fair taxation would result in 
more accountable political 
representation: the Russian 
public is more likely to com- 
plain about the government 
misspending their own 
money than someone else’s. 

The tax authorities have 
already got the message. 
They have beat encouraging 
citizens to pay their taxes by 
plastering Moscow with post- 
ers declaring: “Nobody can 
help Russia apart from we 
ourselves." 

The international commu- 
nity has been helping the 
Russian "oligarchy” to help 
themselves for far too long. 
Maybe it is time to start 
helping the tax authorities 
to help the people instead. 
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Tough choices 
for Schroder 


The leaders of France and 
Germany will meet In Berlin 
today for a full-scale summit, the 
first since Gerhard Schroder 
became German chancellor one 
month ago. Messrs Chirac and 
Jospin could be forgiven for ask- 
ing some blunt questions about 
what his red-green coalition is up 
to, in its economic policy, its 
foreign policy and its European 
£ policy. Over the past few weeks, 
the signals from Bonn have been 
anything but clear. 

Of course it would be wrong to 
expect total coherence from (he 
new German government so 
soon. The Social Democrats 
(SPD.) have not been in power for 
16 years, and rt is the first time 
ever for the Greens. On top of 
that, governing Germany 
requires a difficult balancing act 
between the federal government 
and those of the 16 Lender. Dis- 
agreements have already sur- 
faced over the tax reforms at the 
heart of the new government's 
programme. Not only is industry 
predictably worried at an 
increased burden on small 
companies but so are the Lander 
governed by the SPD. That 
suggests a lack of consultation by 
Mr Schrdder and Oskar Lafon- 
W taine. bis finance minister, 
within their own party. It is also 
not clear bow much they are 
talking to each other. If Mr 
Schroder is to set his sea] on his 
government, and give it the pro- 
business character he promised 
during the election campaign, he 
may well have to clip Mr 


Lafontaine's more interventionist 
inclination. 

The chancellor seems too often 
to want to please everyone: the 
business lobby, his own party, 
and his coalition partners. He has 
agreed to introduce new energy 
taxes, but wants to give exemp- 
tions to industry, to the anger of 
the Greens. 

Foreign policy was supposed to 
be one area of continuity 
between this German govern- 
ment and the last That belief 
may need to be re-examined 
Joschka Fischer, the foreign min 
ister and leader of the Greens, 
has already raised the question of 
“no first use’' of nuclear missiles, 
to the consternation of Washing- 
ton. That potential crack in the 
Nato alliance has been papered 
over, for the time being, although 
Mr Schroder kept quiet. 

What is most urgent for the 
rest of the European Union, 
including President Chirac and 
Mr Jospin, is to get some German 
clarity on European issues: that 
means the process of EU enlarge- 
ment to the east, and how to 
finance it, including cutting the 
cost of farm spending. Both Mr 
SchrOder and Mr Fischer have 
made it clear they believe in 
enlargement, but do not want the 
process to be too hasty. They also 
want to cut Germany's budget 
contributions to Brussels, but are 
unclear on farm reform. Mr 
SchrOder takes over the EU presi- 
dency on January 1. He is going 
to have to mak e some uncomfort- 
able choices, and soon. 


Chavez factor 


Over the last 10 years, most of 
Latin America has learned to 
love the markets. Now one or the 
region's six largest economies - 
Venezuela - could be poised to 
change course. 

. . ■% Hugo Chdvez. a charismatic 
i '*populist politician who led an 
unsuccessful military coup only 
six years ago. has a strong lead 
in the opinion polls as the coun- 
try enters the final week of its 
election campaign. 

Mr Chavez’s programme is ill- 
defined. Over the course of the 
year he has toned down investor- 
unfriendly rhetoric in favour of a 
more moderate tone. 

He now says, for example, that 
foreign investors will he welcome 
and that contracts allowing over- 
seas companies to exploit the 
country's vast untapped oil 
resources will be respected. 

Yet there remains reason for 
concern, namely his enthusiasm 
for potentially divisive constitu- 
tional reform and nationalist 
economic policies. 

The constitutional changes he 
hopes for would lead to a crack- 
down on the corruption and mis- 
management that have tradition- 
ally plagued Venezuelan 
government and politics. 

The- principle should be wel- 
comed. But the problem is that 
Mr Chavez is unlikely to com- 
mand a sufficiently large major- 
ity In congress to effect these 
changes easily. If he presses 
ahead too fast, clashes with the 


country's traditional political 
establishment are likely. 

Conflict with the senior mili- 
tary establishment, which still 
distrusts Mr Chavez for his role 
in the coup attempt in 1992, is 
also possible. 

To make matters worse, some 
of his economic proposals appear 
hopelessly overambitious - espe- 
cially when the country's strait- 
ened circumstances are taken 
into account The fall in the oil 
price has hit public finances and 
the incoming administration will 
inherit a fiscal deGcit of 5 per 
cent of output 

Yel Mr Chavez’s advisers, 
many of them drawn from Vene- 
zuela's hard left reject austerity 
and have been cheerfully promis- 
ing grandiose public works and 
infrastructure schemes. 

While Venezuela desperately 
needs to secure access to interna- 
tional capital markets, Mr 
Chavez's team has been advoca- 
ting the renegotiation of the 
country’s existing debt burden. 

The risk of political instability 
after the election, plus an exces- 
sively expansionary economic 
policy, could damage Venezuela. 
Mr Chavez still has time to 
change tack and back more 
orthodox solutions to the coun- 
try's problems. Further uncer- 
tainty over his intentions is 
likely to harm the interests of 
both Venezuela and foreign 
investors committed to the 
country. 


The banker’s lot 


Not so long ago, commercial 
banking was an accountability- 
free zone in which the careers of 
top executives were marked by 
lengthy tenure and a high degree 
of job satisfaction. Last week's 
departure of Martin Taylor after 
live years as chief executive of 
Barclays suggests, at the very 
least, that the job is far from a 
sinecure today. Much the same 
could be said of Mathis Cabiallav- 
etin. late of UBS, and David Coul- 
ter. formerly of BankAmerica. 

If the rote of turnover at the 
top is accelerating, it reflects the 
very demanding nature of the 
challenges that commercial bank- 
ers now confront. These are all 
too similar to the dilemma high- 
lighted by the Irish cab driver. 
The existing players are all 
starting from the wrong place. 

The old core business or lend- 
ing to large corporations has 
been irretrievably lost to the 
capital markets. Yet the culture 
of the investment bankers who 
inhabit the capital markets is not 
easily acquired by the solid citi- 
zenry of the commercial banking 
world. Proprietary trading has 
proved, at best, a low-quality sub- 
stitute for Interest income, while 
the wholesale lending that 
remains is increasingly risky. 

Only two commercial banking 
giants, J.P. Morgan and Credit 
Suisse Group, have come close to 
making a successful move into 
the capital markets, one through 
internal change, the other by 


acquisition. Yet recent events 
have cast doubt on the success of 
their respective metamorphoses. 

Serious questions are being 
raised, meantime, about the logic 
of Deutsche Bank's attempts to 
become a global player by buying 
the less-than-top-flight Bankers 
Trust. Those like Barclays that 
have retreated from such grand 
strategy have often made a 
messy tactical exit. 

As for retail banking, the bru- 
tal calculus is that banking via 
the internet costs little more 
than one- tenth of old-style 
branch banking, with its huge 
sunk costs. Admired banks such 
as Lloyds TSB may yet find that 
their tat margins, built partly on 
customer inertia, are a hostage to 
competitive fortune. 

Any attempt to expand out of a 
mature industry by acquisition is 
fraught with difficulty. The prob- 
lems of buying in footloose exper- 
tise in the capital markets has 
been amply demonstrated by 
Deutsche Bank and others. Yet to 
opt for the status quo is to invite 
new entrants to cherry pick the 
best business while the quality of 
the balance sheet deteriorates. 

There are some business prob- 
lems to which there are no 
wholly satisfactory answers. Yet 
the discipline that prevails in the 
boardroom and the markets 
demands little short of total satis- 
faction. Small wonder that follies 
are committed, boards disagree 
and even the keenest heads rolL 


How the mighty are falling 

Many big, capital intensive industries are locked in a damaging cycle of over-supply - and the 

swings may be getting worse, warns Tony Jackson 


O ne of the vexed 
questions for the 
world economy is how 
far corporate earnings 
will weaken next year. But there 
is one group of industries whose 
earnings are already sliding into 
the abyss. These are the big, 
capital-intensive commodity 
manufacturers: steel, paper, 
petrochemicals and - the latest 
addition - memory chips. 

Each of these industries is 
locked into a self-damaging cycle 
of overbuilding: an attempt to 
dominate the market with ever- 
larger plants, resulting merely in 
wilder swings in price. 

Many executives blame the 
latest downturn on the Asian 
crisis. However, to a large extent, 
the crisis does not have an exter- 
nal cause but is simply the latest 
and most extreme expression of 
the cycle itself. 

To an extent not always under- 
stood, the swings in those indus- 
tries are divorced from the 
broader economic cycle. Demand 
for their output rises at a pretty 
nfmrly rate, in good times or bad. 
What swings around wildly is the 
price - and that is a function not 
of demand but of supply. 

Take a basic chemical such as 
ethylene. Suppose supply and 
demand are in balance, and that 
demand is rising at 3 per cent a 
year. No new plants are built, so 
after five years, demand exceeds 
supply by 16 per cent, and the 
ethylene price rockets. 

This prompts the producers to 
expand capacity, by perhaps 30 
per cent. There is now excess 
supply, and the price plummets. 
It takes another four years for 
supply and demand to get back in 
balance, and then the process 
Starts ag^ln 

Worse, the plants have also got 
bigger. In the 1960s, an ethylene 
plant might have had an annual 
capacity of 100 tonnes. Today's 
figure is closer to lm tonnes. 

'Hie same is true in the paper 
industry. Sappi, the South Afri- 
can producer, has just built a 
plant in Austria with capacity of 
470,000 tonnes. European demand 
for that grade of paper is 3m 
tonnes, rising at 6 per cent to 7 
per cent a year. So that plant 
alone accounts for more than two 
years' market growth. 

Why do producers in those 
industries move in lock step, all 
building new plants at the top of 
the cycle? One reason is natural 
optimism: they think it will be 
different next time round. 

Three years ago Union Carbide, 
the US chemical company.' 
started giving separate results for 
its commodity businesses for the 
first time. The reasoning was 
explicit: this segment had lost 
S390m in the 1991-94 downturn, 
but would remain profitable 
through the next cycle. In the 


T he global memory chip 
market is not one for the 
fainthearted. Deep pockets 
and nerves of steel are prerequi- 
sites of snrvival. The 
market for Dynamic Random 
Access Memory chips (memory 
which requires continuous elec- 
tric current), which make np 
about 10 per cent of the semicon- 
ductor market, is driven by the 
most basic of economic concepts: 
the supply, demand and price 
equation. 

“The net result is a classic 
industry investment cycle,” says 
Malcolm Penn, managing direc- 
tor of Future Horizons, an inde- 
pendent Europe- based semicon- 
ductor industry analyst 
D-Ram shortages, like the one 







third quarter of this year. Union 
Carbide lost Si 3m in commodi- 
ties. compared to a $125m profit 
in the previous year's third quar- 
ter. The company, of course, 
blamed the Asian downturn. 

A second reason is what econo- 
mists refer to as the hog cycle. 
Producers of pigs - hogs in the 
US - decide each year how many 
pigs to breed, based on prices pre- 
vailing in the previous period. 
Their collective decision, in turn, 
dictates prices in the next 
period. 

An article in the Wall Street 
Journal last week drew attention 
to the present calamitous state of 
the US he* industry, with farm 
prices at their lowest for 27 years. 
As it happens, the problem is 
apparently that farmers are 
raising ever more enormous 
herds in an attempt to beat the 
cycle. 

The third reason is perhaps the 
most insidious. Professor John 
Ray. of Oxford's Said Business 
School, drew attention in this 
newspaper recently to the 
so-called Nash equilibrium. 
Derived from game theory by the 
Nobel prize-winner John Nash. 


this describes a stalemate in 
which no player in the game can 
move without provoking counter- 
moves from the others. As Prof 
Kay says. Nash's theory demon- 
strates that the higher the ratio 
of fixed costs to variable in a 
given industry, the more that 
industry will suffer from over- 
capacity. “Such an industry has 
to deride how much capacity to 
install, given that the price for 
your output will depend on the 
decisions of others." says Prof 
Kay. “If all your costs are vari- 
able. that doesn't arise. You can 
make decisions in the light of 
actual knowledge as you go 
along.” 

The most common response for 
players in capital-intensive indus 
tries is to go for size, in the hope 
of squeezing out competitors and 
reducing dependence on tbeir 
decisions. Hence the recent spate 
of mergers, such as last week’s 
$6.6bn purchase of Union Camp 
by the US's biggest papennaker. 
International Paper. 

The other approach is simple 
gigantism. This is where Asia 
comes in. The two biggest steel 
plants in the world are in South 


Korea: the next is in Japan. Must 
of the world's new capacity in 
petrochemicals in the past decade 
has been put up in Asia. The 
same is true of memory chips, 
with Korean producers such as 
Samsung and Hyundai leading 
the charge. 

in chips, the tactic was success- 
ful for a long while. US producers 
of commodity chips in particular 
simply withdrew in the face of 
the Asian assault. 

But if such tactics make sense 
for an individual player in the 
short run, they cannot ultimately 
make collective sense for an 
industry'. In those various indus- 
tries. Asian producers were for a 
while the builders of last resort. 
Now. it seems, the volume 
game has reached stale- 
mate. 

What is the way out or this 
impasse? In some industries, the 
answer may lie in technology'. In 
steeL the balance of power has 
already passed from the big old 
integrated mills tu mini-mills - 
cheaper, smaller plants that 
make steel from scrap. 

The same may one day be true 
in petrochemicals. A new tech- 


Deep pockets, steely nerve 


in the mid-1990s, push up prices 
and lead to bloated profits, 
which encourage higher invest- 
ment and new market entrants. 
High profits in good years enable 
the industry to increase capital 
investment But this often leads 
to a glut. Inevitably, prices fall, 
profits shrink and there is a 
shakeout in both competition 
and investment Ln the D-Ram 
market this has occurred in spite 
of continued strong PC sales - 
the main market for memory 
chips. 

“The current downturn is the 
direct result of overinvestment 


In the 1993-95 period,” says Mr 
Pen n. “Given the high incremen- 
tal investments - new factories 
only come in billion-dollar 
chunks - and the long lead time 
for implementation - two years 
From decision to toll production 
- obtaining a perfect supply and 
demand balance is impossible.’' 

The problem is made worse by 
companies’ fear of losing market 
share. They are sitting on a pile 
of cash earned in better times 
and harbour perhaps unrealisti- 
cally high hopes for the future. 
AH this makes them delay the 
closore of surplus plant until 


losses become intolerable. 

Even now. almost three years 
into the recession, and despite 
losing collectively Sl.obn a 
month, the industry has only 
jnst begun to take the painful 
steps needed to reverse the cycle. 

As one senior South Korean 
industry executive is quoted as 
saying: “One year of windfall 
profit would more than make up 
for three years of hardship.” 

During the 1993-95 boom the 
industry made S2bn profit a 
month on 16Mb D-Ram chips - 
far in excess of the current 
losses. But over the past nine 


nology culled process intensifies- . 
linn uses micro-reactors to pro- 
duce chemicals on a tiny, flexible 
scale. In the long run. plants - 
costing upwards of $500 tn may . 
become obsolete. 

But what of the commodity - 
chip industry" The cycle in this ; 
business is somewhat different.., 
Rather than building incremental ■ 
plants, chipraakers scrap their., 
plants every few years and n 
build new ones - at a cost of up- 
to Siibn apiece - to exploit., 
the next generation of technol--. 

oyy- 

This is just about feasible if-, 
demand grows fast enough. But it • 
will not do so for ever, any more . 
than plastics could sustain their 
headlong growth of the 1950s and , r 
196 iir. .And as growth slows, the, 
payback period will lengthen, to 
the point where the economic 
model breaks down. - 

In the uther. older industries % 
the outlook may not be so stark. J 
But in all of them, the strategy is- 
the same: to cut costs and get”. 
bigger. The implicit assumption " 
is that sooner or later, the good \ 
times will roll again. It would not 
du to count on it. I- 


months reality has begun to bite. 
About $2Sbn in new sem icon due- V; 
tor factory tor “fab") invest-^ 
merits lias been deferred or elim--^ 
inaled in 1998; since July the”,*' 
chip industry has cancelled,^ 
delayed or closed 22 Tabs. 

The US-based Semiconductor^* 
Industry Association estimates-*^ 

the overall memory market^ 
(including D-Ram chips) will this** 
year fall by almost 26 per cent to-^ 
S21.Sbn. After that, predicts^ 
International Data Corporation,-** 
tbe relentless cycle will swing-*, 
upwards again. But what, one 
wonders, will suppliers have 
learned in tbe process? 


Pau! Taylor 
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Extra hot 
holidays 

Don’t aO rush at once, but here’s 
a day out with a difference in 
Ukraine. A Kiev tourist agency 
has added an extra-special treat 
for customers who tire of the 
region’s standard package of 
medieval fortresses and 
gold-domed churches - a trip to 
Chernobyl. 

The nuclear reactor, which 
exploded in 1986, was hastily 
covered with a concrete 
sarcophagus that’s now said to 
be deteriorating; there’s pressure 
from the west to get the entire 
complex - parts of which are still 
operating - closed down by 
2000. Although the public has 
since been kept outside a 
19-mile exclusion zone around 
the plant, specialist tours have 
taken place. 

But now tour operator Ljko-L 
says it’s got the go-ahead to 
take people around and claims 
there’s no risk; radiation is low 
and ‘not dangerous*. So hurry, 
hurry. You can see the 
sarcophagus, visit the reactor 
chamber and have lunch in the 
canteen to the sound of cricking 
Geiger counters. “This trip win 
leave its mark on your soul for a 
long time," the tour firm proudly 
boasts. 


AI’s pal 


Ai Gore may have felt rather 
pleased with himself after 


plunging the recent Asia-Pacific 
summit into disarray by publicly 
praising Malaysian street fighters 
in their struggle for more 
democracy. 

But Malaysian prime minister 
Mahathir Mohamad, who also 
tends to speak his mind, sees a 
crack in the American 
vice-president's case. He 
suggests that those Americans 
who take it upon themselves to 
criticise Malaysia's political 
system should take a long, hard 
look at their own. 

“They have a corrupt system." 
he says. “When a person 
committed an offence, like 
receiving money during elections, 
the prosecutor who Is his friend 
decided not to proceed with 
investigations. These are the type 
of people who had the audacity 
to come to our country and say 
that our system of justice is 
lopsided." Who on earth can he 
possibly be talking about? 

Grand slam 

Here’s an idea that's bound to 
get Germany's worid-beating 
sports stars jumping up and 
down on the spot The Social 
Democrat-led government might 
slap a levy on its top athletes to 
help pay for grass-roots training 
and facilities. 

Fried helm Beucfw, head of 
parliament's sports committee, 
says that when tennis greats 
such as Steffi Graf and Boris 
Becker began, they retted on 
dubs funded by the state. So it's 


only fair that when tennis players 
or footballers become sporting 
millionaires, they should expect 
to help fund the next generation 
of top sportsmen and women. 

Beucher says he'd prefer 
voluntary contributions but isn't 
optimistic that anyone would 
heed the call to hand over some 
of their cash. The only other 
option is to make them legally 
binding, so a sports working 
group is looking at it. First 
thinking is that anyone earning 
more than DM1 m ($600,000) 
annually will have to pay up. So 
stand by for a mass migration of 
German sporting heroes. 


Glory be 


Nicolae Ceausescu has long 
gone, but his taste for grandiose 
building projects didn't die with 
him. The Romanian government 
has just announced plans to help 
fund a massive new cathedral for 
the Romanian Orthodox Church. 

In some ways, it seems only 
fair that a cathedral should be 
built - given that the old tyrant 
knocked down lots of churches 
and monasteries in favour of 
mega eyesores intended to 
glorify him and the state. 

The cathedral - working title 
The Salvation of the People" - 
is planned to seat 2,000 people 
with space for 20,000 outside, 
and will cover a near five-acre 
site. 

All very wall, but In a country 
with an average monthly wage of 
$120. ft looks a touch grandiose. 


And since hundreds of village 
churches destroyed by 
Ceausescu haven't been - and 
are unlikely to be - replaced, 
some Romanians think giving 
priority to a new cathedral might 
not be the most useful response. 

Bunker mentality 

Any takers for a bijou 1 .000-room 
property in a delightful rural 
setting a short ride from Bonn? 
It's got terrific security and it's 
own vineyard - on top of the 
building. 

Until last December, the 
German government denied the 
very existence of the voluminous 
cold war bunker, built beneath 
the sloping vineyards of the 
village of Marienthal. It was 
intended as home for the cream 
of West Germany's ruling elite in 
the event of a Warsaw Pact 
attack. 

Happily, it's now redundant 
Not only has the iron curtain 
been drawn back but all the 

bunker's customers are off to 
Berlin when the capital moves 
next year. So, having first 
admitted its existence, the 
government now wants to sell it. 

Bids are already coming in 
from potential investors. Plans 
include a disco, a wine cellar and 
even a mushroom farm. 

Whatever its final use, someone 
will have to think of a new name 
for the place. The Alternative 
Location for the Federal 
Constitutional Organs doesn’t do 
it any favours. 



years ago 


Electric Fears In Turkey 
We are pleased to learn that 
His Majesty the Sultan has 
recognised the merit of Sir E. 
Ashmead-Bartlett by 
presenting him with a 
concession and an Arab steed. 
The concession is for a 
monopoly of electric lighting in 
the towns of Salonika and 
Smyrna, and should be 
profitable. It may t»e 
remembered that the Sultan 
objected to electric 
installations in Constantinople, 
fearing that conspiracies might 
be carried on by telephone 
and that bombs might be 
exploded in the palace by 
means of electric lighting 


50 years ago 

All-Australian Car 
Melbourne. Nov 29. Models of 
the new Australian-made car. 
the Holden, were shown here 
to-day to 1 .000 guests of 
General Motors-Holdens, at 
their plant at Fishermen's 
Bend. A message from Mr. 
Chifley. the Prime Minister, 
commending the plant’s 
enterprise, said that it was a 
gigantic venture which he was 
pleased to see reach fruition. 
Exceptional opportunities were 
offered to Australia, he said to 
supply great areas of South' 
East Asia and the Pacific 
countries. 
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THE LEX COLUMN 

Trouble at the top 


The Barclays Back affair was clearly a 
corporate governance debacle of huge pro- 
portions. Disputes between Martin Taylor, 
the erstwhile chief executive, and bis fel- 
low directors were allowed to fester for so 
long they became poisonous. The lion’s 
share of the blame for failing to nip these 
in the bud arguably rests with Andrew 
Buxton who, as executive chairman, was 
responsible for managing 1 the board. 

There have been two main sources of 
friction. First, non-executive directors felt 
they were not being properly informed of 
important strategic decisions, such as last 
year's disastrous auction of the bank's 
equity business. Perhaps there was no 
time for a board meeting. But Mr Buxton 
could have consulted non-executives over 
Lhe telephone. Second, there was the 
antipathy beLween Mr Taylor and Sir 
Andrew Large, the executive deputy 
chairman. Haring an executive chairman, 
an executive deputy chairman and a chief 
executive is a recipe for friction. But 
when rows started emerging, it was surely 
the chairman’s role to resolve matters. 

From a governance perspective, another 
worry is the misleading euphemisms used 
to describe Mr Taylor's departure. The 
Hampel committee suggested sharehold- 
ers should have an explanation when a 
resignation results from a personality 
clash or policy disagreement. All the more 
surprising then that Barclays’ senior non- 
executive. Sir Nigel Mobbs. was a member 
of the committee. 

Mergers 

It seems to be a virtuous circle. Rebound- 
ing stock markets lift corporate confi- 
dence. triggering mergers which further 
titivate the markets. But the value to be 
extracted from mergers is questionable. 
Take “synergy benefits'*. Simplest to 
quantify are cost cuts. The $4bn savings 
guesstimate for Exxon/Mobil, for instance, 
has helped drive up their share prices. 
But such restructuring is expensive: the 
costs often wipe out at least one year of 
savings. The full benefits are distant - 
often three years away - and this gives 
plenty of time for competitors to respond. 
And the net effect is further muddied 
because each company could have made 
some cats independently. 

The benefits are more certain If the 
merger reduces competition to the point 


Share prteea relative to the FT/'SSP Eotpo (« UQ index 
(common curancy Isms) 

180 _ 



1994 95 


97 98 


where prices can be put up. This is, of 
course, not boasted about for fear of pro- 
voking the competition authorities. Take 
the concentration of global insurance bro- 
kers: a recent survey of big insurance 
buyers found that 64 per cent of them 
expected fees to rise. This is apparently 
good news for shareholders. But clients 
dislike a concentration of power, witness 
Abbey National’s defection from the new 
accountancy giant, Pricewaterhouse- 
Coopers. Add in management /culture 
Issues and bow often is it convincing that 
two plus two equals five? 

Perhaps, in exuberant markets, mergers 
should more often be seen as defensive 
attempts to live up to unsustainable 
expectations. 

Viag/Alusuisse Lonza 

Sadly, Viag is too thick-skinned to fair* 
the hints. Its tilt at Alusuisse has been 
punished with a 10 per cent share price 
fall over the last fortnight. Alusuisse, 
meanwhile, has surged on the juicy pre- 
mium Viag is shelling out to the target's 
shareholders. Netting out these move- 
ments in the two companies' market val- 
ues suggests this deal will destroy some 
£?00m ($l-2bn) of shareholder wealth. 

Clearly Investors have little faith in 
management’s promises of £200m annual 
cost savings, which, after one-off costs 
and tay, and on an Mtminp t multiple of 
10, should be worth more than £lbn in 
today's money. This Is. or c ours e, no sur- 
prise at alL Chief executive Wilhelm Sim- 
eon’s vision of a balanced conglomerate - 


CONTENTS 


News 

__ 4 

Features 

36 

Biropaan News 

.. 2.3 


11-14 

Arts _ 

15 

bttemaUonal News 

,. 5.6 

Editorials . „ 

17 


8 

Letters 

16 

Weather.... — — 

~ 18 

Observer . 

Crossword Puzzle 

17 

36 



Companies & Finance 

News 20-24 

Commutes in this t wam 19 

Qobal Investor 19 

Mma f kia i Capital Markets- 22 

1 FT Guide to World Orrencfes-™ 24 

Emerging Markets. 24 

MariotsWeek 25 

New International Bond issuas- 25 

COm partes Diary. 25 

Money markets 26 

Recent issu e s. UK 25 

London share service 2829 

Managed funds sanrice 30-32 

World stock Markets 33 

FT/S&P-A Work! indices 33 

New York Stock Exchange. 3425 

World markets at a glance. 25 

Economic Diary. 36 


FT.com 


M NANO AT. 1 1 MLS 


Directory of onfine services 
via FT Electronic Publishing 

FLoac ttw HnancU Times web Hte onto 
nows, comm and iiripfe. 

mMmmJTxom 
Uw AreNnE wane archive if ha* bow of Oh 
MM papar state JUylSBBL 

Aq&MsmKscMe/raH 


Surveys 

Denmark — 


Denmark Separate section 

Street chfldran carrying candles were among the hundreds of Indians Grid’s Most Respected 

taking part in an Aids awareness march In New DeM Picture: AP Companies Separate ssctkxi 


aU enflna udMtag. 

FT Mead Etapart ShiIok man onkrtg of 
anul or hart* report 4rtarau*rfl2D0 
uk pm 

upMHmJtemwrnamwaatMa 
FT Sue dtectary 

MD^lmeAa«iHnaMkMB 
Otjttnc Imr to got stm priest art maw 
report W ueptaai aid tatack. 

ASp&mwfianrirnr&axoZrTBJrtm 


International bank loans to 
Asia in $51.7bn downturn 



containing electricity, telecoms, packag- 
ing, chemicals and aluminium businesses 
- is at odds with investors' hopes for 
greater focus. The disappointment is 
acute. Not only has Mr Simson eschewed 
focus, by deciding to develop the indus- 
trial businesses rather than selling them. 
But he has done so in a way that will 
stretch Viag’s management to its limits - 
by buying another diversified behemoth. 

If Viag must pursue its conglomerate 
philosophy, paying premiums to buy 
other conglomerates does not seem the 
best nay forward. Piecemeal acquisitions 
targeted at each division would be much 
cheaper and should prove more manage- 
able. Since shareholders stand to lose 
their shirts, they should reject this 
deluded deal 

London Electricity 

So. it appears the French are as good as 
the Americans at overpaying for UK elec- 
tricity assets. Paying more than £2bn for 
London Electricity looks extravagant. 
And if Elfectriclte de France does carry off 
its prey, it looks doubly pricey, given the 
Jack of synergies. EdF is unlikely to try to 
run London from Paris. 

On fundamentals, it Is hard to lustily 
more than £L5bn-£1.7bn. Take the distri- 
bution business. A bidder paying £L7bn 
would be coughing up a 40 per cent pre- 
mium to the regulated asset base. As for 
supply, that price also would assume a 
very generous £150 per customer. This is 
in line with National Power's takeout of 
Midlands Electricity's supply business, 
but it is still full For one thin g it values 
an incumbent customer base at around 
four times the cost of acquiring those 
customers from scratch. 

The usual argument advanced by UK 
generators for buying supply businesses 
does not really apply to EdF. With just 
6 per cent of the generation market, EdF 
does not need a supply arm as large as 
London to act as a hedge against swings 
in electricity prices. 

Of course, EdF may simply be able to 
bid more than rival British Energy 
because, being state owned, it is under 
Iks pressure to seek a decent retu rn on 
its investments. Entergy, London's US 
owner, should be celebrating, as should 
British Energy which appears to have nar- 
rowly escaped overpaying. 


By Peter John in London 

International h ank lending to Asia 
fen by $5L7bn. or 14 per cent, in the 
first half of the year, the biggest 
decline in a decade. 

Figures published today by the 
Hank for international Settlements 
provide more evidence of the extent 
of the shift of funds out of the region 
as a result of the economic down- 
turn. 

The Basle-based central bankers' 

or ganisati on said cross-border lend- 
ing by banks in leading industrial 
countries to Asia fell to $32-L8bn at 
the end of June. 

The S5L7bn decline on the previ- 
ous six months was equivalent to 
Thailand 's or Indonesia's estimated 
annual export income for the cur- 
rent year. 

The organisation paints an even 
starker global picture for the three 
months to September, with figures 
for the quarter indicating liquidity 
in international debt markets virtu- 
ally dried up. 

“Financial- turbulence in the first 
half of 1996 was associated with a 
massive withdrawing of interna- 
tional banking funds from Asia," 
said BIS. 

It shows that the retreat covered 
all countries in the region, but 


Malaysia contracts 

Malaysia's recession deepened 
further in the third quarter when the 
economy contracted 8.6 per cent on 
an annual basis. 

Announcing the figures at the 
weekend. Bank Negara, the central 
bank, indicated it would have to 
revise down its forecast of a 4.8 per 
cent decline in gross domestic 
product for the year. 

But analysts say It is too soon to 
judge Malaysia's unorthodox 
attempts to solve Its economic 
crisis. Prime minister Mahathir 
Mohamad has eschewed help from 
the international Monetary Fund and 
has imposed capital controls and 
pegged the currency. See report. 
Page 6 


affected South. Korea and Thailand 
particularly strongly. 

For a while, the shift of capital 
was partly offset by an increase of 
$14-9bn In leading to Latin America, 
with the bulk going to Brazil 

But that stopped in the summer 
and the turmoil assumed global pro- 
portions in August when the Asian 
crisis was compounded by Russia’s 
decision to float the rouble and 


renege on debt ■ 

Russia's move triggered a huge 
flight to safety, “a rush to liquidi- 
ty the unwinding of large and 
highly leveraged exposures [and] 
fears of a systemic disruption, said . 
BIS. 

Global retrenchment was accentu- 
ated by the near collapse of Long 
Term Capital Management, the US 
hedge fond, and has led to a marked 
downturn in International b ank i ng 

and securities activity. 

In the third quarter, syndicated * : 
loan volume dropped by 23 per cent ra 
to 8204b n. This was partly because ox 
the bleak economic outlook, but also 
because Japanese Banks had 
clamped down on lending earlier in 
the year and consolidation had cut 
the pool of European lenders. 

Overall, net issuance of interna- 
tional debt almost halved to $126Jbn 
as volatility reached record levels. 
"Demand dried up for all but the 
most highly rated names while pri- 
mary activity contracted for the sec- 
ond consecutive quarter," said BIS- 

Fixed rate bond issuance teH by 17 
per cent during the quarter. Floating 
rate issues were less badly hit as 
they were targeted by European 
banks under pressure to increase 
returns, but they still shrank by 6 
per cent 
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Franco-German alliance will I 
be tested at two-day summit 
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By Robert Graham In Paris 
and Ralph Atfdns hi Bonn 

France will today urge the 
government of Gerhard Schrider, 
German chancellor, to speed up 
agreement on European policies at a 
s ummi t meeting that will provide a 
first test of whether the two leftwing 
administrations can embrace a 
c ommo n platform of policies. 

The aim at the 72nd Franco- 
German summit, being held at Pots- 
dam near Berlin, is to forge a joint 
position at the mid-December 
European Union s ummit in Vienna 
and enhance the Franco-German 
axis ahead of the launch of the 
euro. 

At the two-day meeting, the 
French government will push for 
clarification of Bonn's position on 
the finaii ring of the EU budget after 
2000. as wen as a decision, on how 
the ll euro countries should be rep- 


resented abroad. Mr SchrOder, opti- 
mistically, has said he hopes to con- 
dude agreement on Agenda 2000 - a 
package of reforms of the. ElTs 
budget, the Common Agricultural 
Policy (CAP) and regional policy - 
during the six-month German presi- 
dency of the EU which begins in 
January. 

Paris is al so anxious to hammer 
out a shared view of macroeconomic 
policies that could be activated 
should the. French and German econ- 
omies grow too slowly next year. 

French officials admit they under- 
estimated how much time it would 
take for the SchrSder administration 
to agree a policy platform. Since well 
before Mr Schroder’s election victory 
in September, the Socialist-led 
French government of Lionel Jospin 
has been preparing a series of initia- 
tives to relaunch Franco-German 
relations. However, Paris has been 
frustrated by delays in Mr Schro- 


der's choosing his team and by the 
confusion of ideas coining from the 
Social Democrat-Green coalition In 
Bonn. The apparent similarities 
between the two left of centre 
administrations have tended to 
obscure tough arguments that must 
now take place to resolve points of 
conflict over Agenda 2000. 

At the last Franco-German summit 
in Avignon, in the South of France, 
Helmut Kohl, the outgoing German 
chancellor, gave notice of Germany's 
demand to reduce its contribution to 
the EU budget, accompanied by a 
heavy hint that France would havei 
to contribute more. jj 

French officials are aware a tougU 
stance by Mr SchrOder on this Issue 
could undermine consolidation of 
the Franco-German alliance in the 
vacuum left by Mr Kohl’s exit 

Mow on Hi tax breaks, Page 8 
Editorial Comment, Page 17 
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FT WEATHER GUIDE 


Europe today 

High pressure will continue aver 
northern Europe. Overnight freezing 
fog will dear slowly, but sun wffl 
break through in places. There wiH 
be sunshine across Scandinavia, 
mainly around the Baltic sea. 

Farther inland, there wdl be snow. 
The Alps and the Benelux countries 
wtt have snow. Rain will spread 
south acros s western France into 
northern parts of the Iberian 
peninsula. The Spanish costas win 
be dry and sunny, but the rest of 
the Me di terranean will be unsettled 
wfih thundery rain. 

Rye-day forecast 

High pressure wifl stay across 
Europe, ext e nding to the British 
isles from t o morrow. To the north of 
the main area of high pressure, 
Scandinavia will stay unsettled with 
periods of rain and snow. The 
central Mediterranean wfl remain 
unsettled afl week with further 
thundery showers expected. 
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Deutsche Bank's Sales 
Teams are Connected 


The recently formed Derivatives and 
Programme TrarSng Sales Team are delighted 
to announce their full support for UFFE’s new 
market. We look forward, in conjunction with our 
European Equity Teams, to transacting 
business in the screen-based environment. 

While many of you will continue ro pass your 
orders to us by telephone, we can provide you 
with direct electronic access to the market via 
our membership 

For further information, please contact 
+44 171 545 1099. 
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Evance Telecom sale oversubscribed 


The French government has announced that all 
segments of the FFrBObn (S10.5bn) secondary 
offering of France Telecom, the partly privatised 
telecommunications operator, were comfortably 
qyersubscrbed. The sale Is expected to yield 
atfcut FFr36 bn for the state and FFr23bn for the 
company. But analysts warned that the price of 
the shares is relatively high. Page 24 

Analysts eye Exxon merger benefits 

Analysts estimate that a combination of Exxon 
and Mobil might yield savings of up to $4 bn. 
Thera are also possibilities for disposals and 
asset swaps. But in the long term it is the way 
In .which the groups complement each other 
/ WatkmaHy and regionally that is likely to be 
decisive to success. Page 20 

ECB to finalise convergence plans 

Attention win turn to 
prospects for the 
strength of the euro 
this week as European 
central bankers meet to 
discuss the final run-in 
to the single currency. 
The European Central 
Bank council, meeting 
tomorrow, is expected 
to finalise plans for the 
remaining interest rate 
convergence among 
economic and monetary union participants, it is 
also likely to discuss the starting interest rate 
for the euro. Ctorencies, Page 26 

Europe looks for further rate cuts 

Economists say weakening economic conditions 
fjPBS Europe justify talk of interest rate cuts, 
ttyrman economic data to be released this 
week are expected to show falling third-quarter 
export demand. Eure prices. Page 27 

Indian GDRs face uncertain futme 

Some investment bankets believe this is the 
beginning of the end for the market in India for 
global depositary receipts, the largest invest- 
ment universe of Rs kind. Developments in the 
primary and secondary markets have raised 
doubts. But such predictions may be prema- 
ture. International capital markets. Page 22 

UK consumer trends in spotlight 

The UK services sector will be in the spotlight 
this week, as retailers and pub groups repot 
figures that may reveal weakening consumer 
confidence. Companies diary. Page 25 

Pakistan awaits IMF deal approval 

Investors in Karachi win this week look ahead to 
the final approval of a long-awaited deal with 
thd. International Monetary Fund, the first sign 
Star 5 , the country may stave off a foreign debt 
d&«jjlL But analysts were quick to dispel hopes 
of an upturn. Emerging markets. Page 24 

Tokyo optimism unlikely to last 

The optimism that drove shares in Tokyo to 
their highest levels in months last week is not 
likely to last. Even by the end of the week, the 
equity market had begun to fall. Analysts expect 
the Nikkei 225 average to hover around 15,000 
in the short term. Markets week. Page 25 
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.WORLD AIDS DAY 

World Aids Day tomorrow focuses on southern 
Africa, which feces an explosion in the HIV/Aids 
epidemic. Estimates say 1.4m people will have 
been newly infected in 1998 by the HIV virus, 
half of them In South Africa alone. 

OSCE CONFERENCE 
Foreign ministers from all 54 members of the 
Organisation for Security and Co-operation in 
Europe meet in Oslo on Wednesday for two 
days. Among other subjects, they w3l discuss 
the Kosovo verification issue. 

SUMO WORLD TITLE 

The two-day tournament of the seventh sumo 
world championships begins on Saturday In the 
Kokugikan arena ft Tokyo. About 120 athletes 
from 35 countries wiH be competing. 
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SECOND LARGEST LIFE ASSURER IN US GOES WITH TREND BY SEEKING INITIAL PUBLIC OFFERING 


MetLife plans to demutualise 


By John Authors In New York 


Metropolitan Life, the second 
largest life assurer in the US, 
is to seek an initial public 
offering in a move that con- 
firms the trend for the biggest 
US life companies to shed their 
mutual status. Most are 
mutual. 

The company yesterday said 
the board had authorised man- 
agement led by Robert Ben- 
mosche, who took over as chigf 
executive earlier this year, to 
develop a plan for demutualis- 
ation. Hie process is likely to 
take one to two years. 

Earlier this year. Prudential 


Insurance of America, the larg- 
est US life company which Is 
unrelated to the UK company 
of the same name, announced 
it was demutualising, shortly 
followed by John Hancock 
Mutual of Boston, one of the 10 
largest. 

Mutual of New York, the old- 
est US life group, demutu- 
alised earlier this month to 
become the Mony Group in a 
successful IPO. 

All these companies said 
they needed a share price to 
use as acquisition 'currency to 
compete in a converging finan- 
cial services market, where 
they face growing competition 


from mutual fund companies 
and discount brokers. 

MetLife had announced it 
was undergoing a strategic 
review, but earlier this year It 
was iwwiTTig towards a “half- 
way house” in which it would 
list a subsidiary that would 
remain under the control of a 
mutual holding company. 
However, the legislature In 
New York state earlier this 
year decided not to pass the 
legislation which was needed, 
to allow MetLife to do this, 
leaving the company to nhnrwp 
between full demutualisation 
or an unchanged status. 

New York Life, the third 


largest US hfe group, has also 
examined moving to a mutual 
holding company, and there 
will now be speculation that it 

will also seek a full IPO. How- 
ever, Northwestern Mutual, 
the other dominant mutual life 
group, has said it remains 
committed to mutual status. 

It is unclear how big a valua- 
tion MetLife would command 
on listing. At the end of last 
year, it had total equity of 
$14bn. revenues of $24.4bn and 
net gavnfagg of $1 Jim, which 
should ensure it valued com- 
fortably in excess of $10bn. 

MetLife may command a 
higher market value than the 


Pro oh its listing, ft has had 
legal difficulties over alleged 
mis-selling by its agents in 
recent years, but not on the 
scale of those suffered by the 
Pru. The company has one of 
the best-known consumer 
brands in the US.and has also 
moved into the fast-growing 
market for providing company 
retirement services. 

MetLife has expanded 
aggressively outside the US, 
starting a joint venture last 
year in Indonesia to go with 
operations in Hong Kong, 
South Korea and Taiwan. It 
also has subsidiaries in Spain 
and Portugal. 



Martin Taylor finding his r eplacement is a top priority 


Barclays aims to reassure 
investors over strategy 


By Christopher Brown-Humes 


Barclays will this week seek to 
reassure leading institutional 
Investors over Its strategy fol- 
lowing the abrupt resignation 
of its chief executive, Martin 
Taylor. 

It also feces a resurgence of 
merger speculation, driven by 
perceptions of its vulnerability 
and management disarray. 
Halifax and Prudential have 
both been mooted as potential 
partners, although Barclays 
Insists that it is not Involved 
in any “hot” merger talks. 

Sir Peter Middleton, acting 
chief executive in succession 
to Mr Taylor, whose departure 
was announced on Friday, win 
lead the cam p ai g n to convince 
investors of the bank's strong 
underlying position. 

“Shareholders who wish to 
talk to Sir Peter are going to 
he accommodated to make 
sure they have an the answers 
they need,” the bank said. 


It said it would be stressing 
the absence of black holes in 
its accoun ts, after warning last 
week that 1998 profits would 
be about £Uft>n. some £300m 
short of analysts’ estimates. 

It also intends to dismiss 
suggestions that Mr Taylor’s 
departure was linked to dis- 
agreement over any particular 
merger plan. 

Finally, it win insist that 
finding a new chief executive 
is a top priority. 

Barclays said it was confi- 
dent there would be no more 
senior executive departures. 
“We don't expect anyone to 
leave,” it said. 

It dismissed suggestions of 
big cutbacks at Barclays Capi- 
tal, but said there was a con- 
tinuing review of the operation 
that was likely to involve 
closer integration of its corpo- 
rate and capital markets 
operations. 

“The idea of Barclays Capital 
being closed down is not on 


the agenda,” said one source. 

Analysts think Barclays Is 
unlikely to rush into a merger, 
given its current state of tur- 
moil and the drop in its share 
price to £13.74p Grom a peak of 
£19.96p. 

They say a tie with another 
high street clearing bank - 
such as Lloyds TSB or 
National Westminster - would 
face monopoly concerns. Such ■ 
concerns could be intensified 
by the recent announcement 
that competition in UK bank- 
ing Is to be reviewed by Don 
Cruickshank, the former tele- 
communications regulator. 

However. Barclays has not 
dosed the door on discussions 
with other financial services 
groups and could see a merger 
as a way to gain a new chief 
executive. 

Halifax declined to comment i 
on reports of its interest in 
Barclays. 

For key events. Page 21 


Hyundai points to $5bn in funds amid debt fears 


By John Bieton ft Send 


Hyundai. South Korea’s 
largest conglomerate, said it 
had raised $5bn in overseas 
funds this year and expected 
another S4.5bn in 1999 as it 
sought to counter criticism 
that recent expansion would 
add to debt problems. 

Analysts claim Hyundai, 
with debts nearly six 
times equity, will have prob- 
lems meeting a government- 
imposed target of reducing 
debts to two times equity by 


the end of 1999, after buying 
the bankrupt Korean carmaker 
Kia and pledging to invest at 
least glbn in North Korea. 

Moreover, Hyundai suffered 
a setback at the weekend when 
the government and creditor 
banks rejected its dpmand for 
large debt write-offe and more 
loans for several troubled busi- 
nesses that are being merged 
with rival conglomerates 
under a state-sponsored indus- 
trial restructuring. 

Hyundai had sought new 
bank loans and debt-for-equity 


swaps in the mergers of Its pet- 
rochemical, aerospace and 
rolling stock businesses. 

The government, however, 
agreed to approve debt 
restructuring and new loans 
for Hyundai's takeover of a 
domestic oil refining company, 
Hanhwa Energy, since the 
merger was being supported 
by foreign investment 

Last week creditor banks 
agreed substantial debt relief 
to Hyundai for its purchase of 
Kia, with 80 per cent of Kia’s 
.debt principal of WonSJOObn 


($7.4bn) being written off. But 
Korea’s troubled banks are 
resisting more debt write-offs 
as that threatens to erode their 
capital base. 

Hyundai said the $5bn in for- 
eign capital had been raised 
through asset sales, new capi- 
tal from foreign joint venture 
partners and convertible 
bonds. 

Hyundai Electronics raised 
$2.16bn. including the sale of 
its US semiconductor unit, 
Symbios, for $864m to LSI 
Logic and the listing of its US 


bard disk drive company. Max- 
tor, on Nasdaq, raising $348m. 

Hyundai Oil received 
$1.06bn. including selling half 
its oil refinery unit for SSOOm 
to IPIC, the state-run oil 
company of the United Arab 
Emirates. 

Other Hyundai companies 
raised foreign funds through 
asset-backed securities and 
convertible bonds, including 
$5l2m for Hyundai Motor, 
$4 65m for Hyundai Heavy 
Industries, and |440m for 
Hyundai Merchant Marine. 


GE Capital 
targets 
collapsed 
LTCB unit 

By Robert Thomson in New York 

GE Capita] is considering the 
purchase of the leasing 
operations of a failed affiliate 
of the Long-Term Credit Bank 
of Japan in what could be the 
largest overseas acquisition of 
a Japanese company. 

A person close to GE Capi- 
tal, the acquisitive financial 
services subsidiary of General 
Electric, indicated negotiations 
were under way for part of 
Japan Leasing Corporation, 
which collapsed with about 
Y2^00bn ($19bn) in debts in 
September. 

GE Capital would not com- 
ment on Japanese media esti- 
mates that it Is expected to 
pay between Y700bn and 
Y900bn for the leasing busi- 
ness of Japan Leasing, whose 
failure followed aggressive 
property-related lending. Nego- 
tiations are understood to be 
at an advanced stage. 

The US company, chaired by 
Gary Wendt, is taking advan- 
tage of the turmoil in the Japa- 
nese financial industry and 
elsewhere in east Asia to 
strengthen its consumer credit 
and leasing businesses. It 
recently established a joint 
venture with Toho Mutual Life 
Insurance and has agreed to 
purchase Lake. Japan's fifth 
largest consumer credit com- 
pany. 

Mr Wendt wants GE Capital 
to offer as wide a range of 
financial services in Japan as 
it does in other countries. 

A purchase of Japan Leasing 
would be more complicated, 
given that company's close 
links to powerful political 
groups in Japan, including 
agricultural co-operatives and 
the construction industry, 
both traditional aiHes . of the 
Liberal Democratic party. 

Japan losing, one of three 
leasing companies' run by the 
troubled LTCB. filed for pro- 
tection in late September in 
what was a symbol of the Jap- 
anese government's apparent 
willingness to let ailing finan- 
cial Institutions collapse. 

The once conservative com- 
pany strayed from its core 
leasing businesses, becoming a 
leading lender to developers 
during the “bubble" years of 
the late 1980s. and collapsing 
under the weight of its non- 
performing loans. 

GE Capital Is understood to 
be interested in the car leasing 
subsidiary of Japan Leasing 
and other parts of the com- 
pany that would fit its plan to 
build a significant presence in 
the leasing market 
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Internet backers beware 


Here is a message for investors 
in America’s internet stocks: 
pay attention! 

Look hard at the revenues of 
the companies you are bidding 
up to unsustainable highs. 
Think twice about how much 
America Online wifi really 
gain from acquiring Netscape. 
Make a calm assessment of 
how long it will be before 
e-commerce really transforms 
the way the world does 
business. 

You may still conclude that 
companies with revenues of 
$20m justify market 
capitalisations of more than 
83bn, or that AOL is worth 350 
times earnings. But at least 
you’ll be making those 
judgments on the basis of the 
stocks’ fundamentals, not just 
because they’re hot 

This isn’t an argument based 
on the excesses of the market 
in net stocks, striking thoug h 
they are. It’s a more general 
case, based on past experience 
in a whole range of markets 
for equity and debt 

The most dangerous moment 
in any financial market boom 
is the one where the suppliers 
of fends stop paying attention. 
Investors or lenders start to 
take on trust the value of the 
assets for which they are 
providing the funds. They 
assume that a loan is safe 
because everyone else is doing 
the same thing. They look for 
the stocks that will go up 
because . . . well, because 
everyone knows they'll go up. 

That’s how the Asian crisis 
started. But, as a perceptive 
paper* by two International 
Monetary Fund economists 
points out, there’s nothing 


unique about the way that 
region’s crisis developed. Jorge 
Chan-Lau and Zhaohui Chen 
argue that when banks stop 
monitoring their ipnrting 
properly, small changes in the 
economic outlook can first 
produce a surge in lending, 
then an equally sharp 
contraction. Lenders suffer 
from “capital flow inertia". 
They keep on pumping In 
money long after they should 
have scaled back their activity: 
then, when the penny finally 
drops, they rush for the exit 
simultaneously. 

The authors think this came 
about because the costs of 
monitoring loans in Asia’s 
underdeveloped financial 
markets was high. When 
economic growth in the region 
became Irresistible, hanks that 
wished to participate could 
only do so by abandoning 
attempts to keep tabs on then- 
loans. But, they say, this isn’t 
just an Asian problem. Similar 
effects were at work in Latin 
America and in the US Savings 
& Loans lending disaster of the 
early 1980s. 

The IMF paper is confined to 
bank lending. Bat it can also 
be applied to equity markets. 
Whenever it is expensive or 
difficult to monitor the value 
of assets, but the opportunity 
costs of missing out on an 
investment appear too high to 
resist, the same switchback 
effect occurs. Investors stop 
monitoring the underlying 
value of assets; instead, they 
look for the reassurance of 
momentum, of herd behaviour. 

In the case of internet 
stocks, monitoring costs are 
high, since getting a real 


handle on how the technology 
will develop is prohibitively 
difficult But reassurance has 
never been greater. Hot stocks 
took a battering in August and 
September but have now 
recovered all those losses, and 
more. New companies 
continue to come to market, to 
a rapturous reception. Even 
when something occurs that is 
an unmistakable sign of 
failure - Netscape’s decision to 
sell itself to AOL - it Is treated 
as the technology equivalent 
of the second coming, pushing 
up both companies’ shares and 
leading to widespread 
predictions of a new era for 
e-commerce. 

-In short, no one is paying 
attention. In the near term, 
this could well lead - through 
the “inertia” phenomenon the 
IMF authors noticed in Asia - 
to further gains. In the long 
run, it is likely to lead to a 
sharp contraction in flows of 
money into the internet sector. 

The parallels with the Asian 
crisis should not be pushed too 
for. But the genera] lessons are 
clear enough. The seeds of 
future crises are sown in the 
good times, when providers of 
funds no longer keep an eye on 
where their money is going. 
That's what is happening now. 
Pay attentionl 

ptierjnartin@fT.com. 

*Fmanaal crisis and credit 
crunch as a result of inefficient 
financial intermediation - with 
reference to the Asian financial 
crisis. Jorge A. Chan-Lau and 
Zhaohui Chen, IMF Working 
Paper WPI 981127, Washington 
Da 
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Deutsche Bank's European 
Equity Teams are Connected 

As a significant user of aquity options 

we are delighted with the new structure 
ol the UFFE market Traded options are an 
integral part ol our nsk management 
philosophy lor Cash Equities 

We will continue to be a user of UFFE’s 
mdex and Slock options and consequently 
B significant provider cf liquidity to our 
direct clients. 

For further information, please contact: 

*44 171 545 8438 
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DERIVATIVES TRANSITION TO SCREENS MARKS DRIVE TO MEET CHALLENGE OF EUREX EXCHANGE » 

Liffe launches electronic trading system 


COMMENT 


UK property 


The London International 
Financial Futures and 
Options Exchange, the 
world's third-largest deriva- 
tives exchange, today 
launches its much-awaited 
electronic trading system in 
a move that almost certainly 
heralds the end of floor trad* 
ing in London. 

The launch, just five 
months after the exchange's 
board of directors backed the 
shift to screen-based trading, 
comes 12 years after the Lon- 
don Stock Exchange closed 


its trading floor as part of 
"Big Bang” in 1986. 

The transition to screens 
Is designed to recapture 
LifTe’s competitiveness, after 
losing In the past 12 months 
its dominant position to 
Eurex, the electronic system 
jointly owned by the Ger- 
man and Swiss derivatives 
exchanges. 

Although bath the London 
Metals Exchange and the 
International Petroleum 
Exchange will retain floor 
trading, Liffe is the last large 


"open outcry” operation in 
Europe. Liffe has about 1,500 
floor traders, compared with 
just over 200 for the LME 
and IPE combined. “Liffe is 
finally embracing the 
future.” said the head of 
derivatives at a US invest- 
ment bank in London. 

Liffe Connect, the elec- 
tronic system, will initially 
be open for trading in only 
75 of the exchange's equity 
options contracts. Liffe's 
futures and options con- 
tracts on the FTSE ioo and 


on its government bond and 
interest rate products will 
make the switch between 
April and July next year. 
More than 90 per cent of 
turnover will remain either 
on the floor or on its tempo- 
rary screen trading system 
made available for daytime 
trading earlier this year. 

Senior officials at the big 
international banks, which 
account for an increasingly 
large share of trading on 
derivatives exchanges, are 
divided on whether Liffe 


Connect will restore the 
exchange's dominant posi- 
tion in Europe. 

Bankers say it is unlikely 
Liffe will win back majority 
share in the key future con- 
tract on the 10-year German 
government bond, the high- 
est- volume contract in 
Europe. 

Last year. Liffe lost major- 
ity share in that contract to 
the Frankfurt based Deut- 
sche TerminbOrse. largely 
because DTB's electronic 
product proved more popu- 


lar than Liffe’s open outcry. 

However, liffe Connect Is 
designed to be the world’s 
most up-to-date and flexible 
trading system at a time 
when a growing number of 
users are complaining about 
the performance of Eurex ’s 
10 -year-old system. 

The trading system will be 
open at the same time as the 
screens on the London Stock 
Exchange to enable users to 
trade simultaneously equi- 
ties and the derivatives 
based on them. 


Oiling the path to creation of a successful partnership 


Christopher Parkes and Robert Corzine 

assess the benefits that may flow from 
the proposed Exxon and Mobil merger 


I t was a mere squib by com- 
parison with the fusion 
experiment planned by 
Mobil and Exxon, but last 
week’s agreed Sl.lbn i£683m) 
merger between Houston 
energy independents Seagull 
and Ocean Energy provided 
a timely reminder of the ben- 
efits shareholders can expect 
- and the shocks ahead for 
employees - as off industry 
restructuring accelerates. 

The small-scale Texan 
neighbours said they could 
reduce combined operating 
costs by $45m a year, in part 
by shedding 35 per cent of 
their combined workforce, 
and sell SlOOm-worth of pro- 
duction assets. Capital 
spending, focused on the 
best of the rest, could then 
be cut by - 15 per cent. 

Rough estimates from ana- 
lysts suggested the combina- 
tion of Exxon and Mobil, 
details of which may emerge 
as early as this week, might 
yield savings of between 
S2bn and S4bn. Even though 
they have cut about 30.000 
jobs in the past Qve years - 
a blood-letting which has 
helped keep them ahead of 
the pack in terms of profit- 
ability - more seem likely, 
given that Exxon, the domi- 
nant company, prides itself 
on being industry leader in 
net income per employee. 

There Is also room for dis- 
posals, whether voluntary - 
Exxon's recent history has 
been marked by constant 
upgrading of its assets - or 
forced by anti-trust regula- 
tors. Segments most subject 
to scrutiny are likely to 
include US chemicals and 
refining of both motor fuel 
and lubricants, especially in 
the north-east US, where the 
geographical overlaps are 
most obvious. 

Merging two large asset 
bases would also provide 
opportunities for large scale 
swaps - perhaps on a global 
basis - that could reposition 
the combined group in new 
areas or markets. 

But in the long-term, it 
is the way in which they 
complement one another 


operationally and regionally 
that could prove decisive to 
success. 

In exploration and produc- 
tion. for example. Exxon’s 
relatively heavy dependence 
on the US. and especially its 
mature but still large Pru- 
dhoe Bay field in Alaska, 
may be balanced by Mobil's 
wider spread of international 
assets. About 44 per cent of 
Exxon's current production 
is in North America, where 
it is the leading oil and gas 
producer, but only a third of 
Mobil's output comes from 
the region. 

The combined group 
would have a sizeable pres- 
ence in some of the most 
important emerging oil 
areas, such as offshore west 
Africa and the Caspian Sea. 
But unlike BP-Amoco. a 
giant all-American combina- 
tion will still find its interna- 
tional ambitions hampered 
by US foreign policy, and the 
unilateral sanctions Wash- 
ington has imposed on sev- 
eral big oil producers, such 
as Iran. 

Exxon has been criticised 
for being slow to find and 
exploit replacement 
reserves, a reflection in part 
of relatively Oat spending on 
capital and exploration for 
much of this decade. But 
even so, it says it has 
increased its proven and 
unproven resources by 18 
per cent over the past decade 
to about 40bn barrels of oil 
equivalent, which includes 
natural gas. Mobil had 
reserves of 25bn barrels at 
the end of last year, a 30 per 
cent increase in the previous 
24 months. 

The geographical split is 
reversed in refining and 
marketing, where Exxon is 
more active outside North 
America, especially since 
Mobil's European operations 
were subsumed into the joint 
venture with BP. 

There are now about 33,000 
Exxon and Esso branded ser- 
vice stations worldwide, of 
which some 8,500 are in the 
US, where the company 
maintains 27 per cent of its 
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global refining capacity. Half 
of Mobil's total of 15.000 sta- 
tions are in the US. served 
mainly by five plants which 
account for 40 per cent of its 
refined products output. 

The synergies in lubri- 
cants. one of the fastest 
growing and more profitable 
market segments, seem 
clearer. This is traditionally 
one of Mobil’s strengths, 
accounting for more than a 
third of its refining and mar- 
keting profits. In the US it is 
the market leader, with a 12 
per cent share. 

The partnership with BP - 
Mobil is junior partner In 
fuels, but holds a majority 
stake in lubricants - claims 
about 18 per cent of the 
European market Exxon has 
also made lubricants a prior- 
ity. It is the world’s top pro- 
ducer of lubricant base 
stocks and has been pushing 
into new markets and pro- 


moting brands in a drive 
which, it says, has lifted 
sales more than 12 per cent 
in past five years. 

Both also have strong 
domestic and international 
positions in natural gas, 
favoured as the fUel of the 
future for power generation, 
domestic use and even in 
advanced fuel cells which 
many see as the key to pollu- 
tion-free motor vehicles. 

N atural gas usage is 
expected to grow fast in 
the next decade both in 
the US - where the partners 
account for about 20 per cent 
of current production - and 
in the Asia-Pacific region - 
where both groups are active 
explorers and developers. 
Consumption in Europe - 
where Exxon has GO per cent 
of its proven reserves as well 
as a big stake in the highly 
profitable Groningen field in 


the Netherlands - is pre- 
dicted to rise almost 40 per 
cent by 2010. 

A merger would also fill a 
big gap in Exxon’s gas asset 
portfolio. It has yet to build 
a Liquefied natural gas busi- 
ness, while much of Mobil’s 
profitability has bran built 
on high returns from its 
Axun LNG business in 
Indonesia. 

In chemicals. Exxon is 
ranked as the third biggest 
producer in the world and is 
more than twice as big as 
Mobil in terms of volume. 
But adding the smaller com- 
pany’s output will bolster its 
leading position in key prod- 
ucts such as olefins, the 
basic material of the petro- 
chemical industry. 

The companies also have 
complementary assets in 
polyethylene, and paraxy- 
lene - psed in fibre, film and 
plastic bottles — one of the 


Independent Insurance 
may buy parts of GRE 


Credit Lyonnais Rouse 

is CONNECTED 


By Chris toph er Brown-Hums 

Independent Insurance is 
understood to he interested 
is buying the commercial 
and health insurance 
operations of Guardian 
Royal Exchange, the UK 
composite insurer which put 
itself up for sale last week. 

Such a move would more 
than double Independent's 
size, as it would take in 
GRE’s PPP healthcare busi- 
ness, the UK's second largest 
health insurer which GRE 
acquired earlier this year for 
£435m (groom). 

Talks between the compa- 
nies have not yet taken 
place. 

Independent dismissed 
reports that it was interested 
to buying GRE’s general and 
motor insurance business. 

It said: "We have seen the 
speculation in the press, 
which implies Independent 
is looking to move Into com- 


modity personal lines busi- 
ness. It is not intending to 
do so. In line with its strat- 
egy for growth, the group 
continually reviews a num- 
ber of market opportuni- 
ties." 

As GRE has a market capi- 
talisation of about £3bn, 
making it six times the size 
of Independent, the struc- 
ture and financing of any 
link would be crucial. One 
report - on which Indepen- 
dent declined to comment - 
suggested it might be inter- 
ested in reversing into 
Guardian. 

GRE’s UK commercial and 
health operations account 
for some 20 per cent of its 
business portfolio. 

Independent is likely to 
face competition from a 
number of leading insurers, 
which have been mentioned 
as possible bidders for all or 
parts of GRE. These include 
Axa of France, Royal & Sun 


Alliance. Norwich. Union. 
Allianz of Germany, Allied 
Zurich, and AIG, the US 
insurer. 

Independent was set up Z2 
years ago through a manage- 
ment buy-in of another com- 
pany, and has grown rapidly 
under its chief executive, 
Michael Bright It specialises 
in commercial insurance and 
non-standard motor .and 
home insurance. Earlier this 
month, it said it had aban- 
doned plans to enter the life 
and pensions market 

Analysts are forecasting 
£50m of operating profits for 
the current year and £70m- I 
£75m for next year. i 

This year’s figures will be j 
hit by a £15m provision for ' 
storm-related losses. j 

GRE declined to comment 
on the identity of the bidders 
or timetable. Its shares 
closed at 336Vip on Friday, 
valuing the company at just 
under £3bn. 


Simon Mead Evolution doesn't happen overnight, but it has 
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TM forms largest newsagency 
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By Thanrld Baricer 

TM. the retail and vending 
company, has bought Martin 
Retail, owner of Martin and 
RS McColl newsagents, for 
£75m (5125m) cash, creating 
the UK’s largest newsagent. 

The combined group will 
have 1,420 outlets and turn- 
over of some £Lbn. About 200 
will be convenience stores, 
with a broader product 
range and often licensed to 
sell alcohol. 

It will retain three brands, 
because of their strengths in 
different parts of the coun- 
try. Forbuoys. TM’s format, 
and Martin are based in 
England and Wales, while 
RS McColl is in Scotland. 


James Lancaster, chair- 
man and chief executive of 
TM, said: u The two busi- 
nesses have little [geo- 
graphic] overlap and the 
acquisition of Martin Retail 
Group trill give us extensive 
coverage throughout the 
UK." 

The deal would improve 
purchasing power and effi- 
ciency, as Forbuoys would 
use Martin Retail's more 
advanced Information tech- 
nology systems and its cen- 
tral distribution. 

HSBC Private Equity and 
Electra Fleming, the original 
backers of TM's 1995 man- 
agement buy-out from Amer- 
ican Brands (now Fortune 
Brands), supplied additional 


equity for the deal, as did 
the management NatWest 
Acquisition Finance pro- 
vided senior debt and placed 
private loan notes. 

Mr Lancaster said TM was 
Planning to float in the mil- 
lennium, if the stock market 
became more favourable to 
small companies. 

In the year to November 29 

1997, TM made operating 
profits of £2im. Including an 
exceptional charge of £I.Sm, 
from hn-nover of £53Qm. 

Martin Retail, which was 
owned by a consortium of 
banks, made operating prof- 
its of £HL5m on turnover of 
£4HL6m in the year to April 
26. Martin was advised by 
Lazard Brothers. 


To industry watchers, it feels uijpmpaly sector 

as though the property sector 
never really cams hack from 

its summer holidays. The . 9 , 

market is waiting for big new - 

lease agreements, or some Ji 

buying and selling of assets 10 q j to — 

so as to get a fix on where 
capital values are heading- i 

Instead, there is a sense 0 ' 90 — — — rt — “-JI — 

drift, and property shares \ #1 

keep sinking. The sector has \ Jq \ 

underperformed the market 80 — — V 3 — Vr 

by some 30 per cent over the L 

past year. Even international , , , 

market turbulence failed to 1998 Not 

draw investors to property's 
defensive qualities: in a awaft-n-ncv 
potentially deflationary envi- - 

m nm nnt. investors want cash, not p roperly . . _ 

Where does this leave valuations: Propertystocta are now 

trading at 15-20 per cent discounts to net asset values. Tins 
is pricing in a recession, albeit not so severe , 

when speculative building and overstretched balance sheets^;. . 

“sSSecwftiSr toTrfcourse, warranted. Rented srowlh next " 
year will be minimal - in the City it may gnnd to a tokln 
thto climate, any bad news - such as signs of asets being 
offloaded at a loss or news of big cuts in the City - could 

cause another bout of Jitters. . . 

But for now, the industry looks well set to weather a 
minor downturn. Vacancy rates are about 2 to 3 per cent in 
central London, compared with more than 10 per cent m tlw 
last recession. Bigger quoted companies, suchas British 
offer earnings stability from long leases. The sector's 
gloom has been overdone. 

Independent insurance 

Inde pendent Insurance may be keen to get bigger, but it 
should not do so at the expense of its specialist reputation. 

So it is wise to scotch rumours that it is interested in 
Guardian Royal Exchange’s mainstream UK home and 
motor business. Putting in a bid for GRE’s commercial lines 
maims much more sense. Independent has a commercial 
business and a reputation for galvanising acquisitions. But 
i it seems its ambitions also run to the PPP healthcare divi-rj 
I sion, which would roughly double its size. This wouli^:- 
stretch Independent beyond a cash bid from existing » 
resources and, with its once high-flying shares near their 
12 -month low, this is not a great time for a rights issue. So 
could it get the parts it wanted by reversing into GRE and 
splitting it up? Surely GRE can do this for itself. 

3i falls less than 
FTSE indices 


jock* 
. fhri 


most sought-after petro- 
chemical products. 

Their investments in Asia, 
including chemicals 
operations spanning Malay- 
sia, Japan, Korea, Singapore 
and Australia, have felt at 
first hand the sting of the 
region's economic upheaval. 

But there are latent advan- 
tages in the structure of 
their Asia-Pacific operations, 
especially the absence of 
overlapping interests which 
may slow integration else- 
where. Each has a refinery 
in Singapore, but Exxon has 
plants in Thailand and Mal- 
aysia where Mobil has none. 

Ironically, it is here that 
the partners' complementary 
strengths might be expected 
to produce the earliest bene- 
fits when Asia's growth 
picks up from the slump 
which, qlong with depressed 
oil prices, forced them 
together in the first place. 


By Katharine Campbell, Growing 
Bustaess Correspondent 

The value of 31's portfolio 
dropped sharply in the six 
months to September 30. 
along with the p/e ratios of 
smaller UK companies^ 

But profits oh exits? from 
several investments earlier 
in the period - from flota- 
tions and trade sales - 
helped the venture capital 
group outperform the FTSE 
All-Share and the FTSE 
SmallCap indices. 

3i reported a total return 
on opening shareholders' 
funds of minus 9.4 per cent 
for the six months, while ful- 
ly-diluted net asset value fell 
9.8 per cent from its March 
31 level to 525p a share. 

Brian Larcombe, chief 
executive, warned of a “chal- 
lenging" climate, but said 
there was “every prospect" 
the UK economy would 
avoid recession. 

31 's Enterprise Barometer, 
measuring sentiment among 
portfolio companies at the 
end of October, fell slightly 
after a sharp fell In the pre- 
vious quarter. The economic 
chill is already affecting 
parts of the business, with 36 
companies felling, up from 
25 in the same period last 
year. New provisions rose 
from about £!0m to £64m. 

The unrealised value of 
the unquoted stocks in the 


portfolio slumped by 
2502.7m, because the fen in 
SmallCap multiples meant 3i 
was applying an average p/e 
of ft. compared with 11.3 at 
March 31. At the same time, 
average earnings growth of 
portfolio companies was up 
11 per cent, described as 
“quite comforting". jJJ. 

Realised capital profit 
which included 16 flotations, 
leapt from £2Z.4m to £118. Im 
- an uplift of 65 per cent 
over book value. 

Mr Larcombe said the 
early summer buoyancy 
helped the company outper- 
. form the FTSE SmallCap 
index, which fell 23. 6 per 
cent, and also heat the FTSE 
All-Share, which declined 
14.6 per cent 

Expecting a weakening 
economy and feeling that 
prices for private companies 
were “running away a bit" 
earlier In the year, 3i has 
applied the brakes on new 
investment in UK manage- 
ment buy-outs and buy-ins. 

Including funds managed 
on behalf of third parties, it 
invested £332 .lm in the UK, 
32 per cent less than in the 
same period last year. By 
contrast it more than dou- 
bled Its exposure to conti- 
nental Europe - spending 
£H3-2m - with Spain by far 
the most active market 

The interim dividend is 
raised to <L3p (3-9p). 
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INTERNET HIGH HOPES FOR ROBUST SALES 


Stocks jump 
as Christmas 
approaches 


By John Labate in New York 


The start of the holiday 
shopping season may only 
have begun last week, but 
investors in US electronic 
commerce stocks have 
already been placing their 
bets as to who the likely 
winners in the sector will be. 

Among the steepest climb- 
ers has been eBay, one of a 
. handful of thinly-traded 
online commerce companies 
J investors are hoping could 
*. become the next Microsoft or 
Amazon.com. 

The group, which operates 
o a leading online auction site, 
went public at SIS a share in 
September. On Friday, its 
shares closed at $218, a rise 
. of $13'/i. giving it a market 
^ capitalisation of more than 
$8.6bn, above retailer Kmart 
f$7.7bn), engineering group 
' Ingersoll-Rand ($7.9bn). 
Bankers Trust ($8.8bni or 
Delta Air Lines ($7-9bn). 

“You’d think you're deal- 
ing with companies like Wal- 
Mart, when some of these 
{internet] companies have 
annual revenues of less than 
.' $100m,” said Randall Roth. 

at Renaissance Capital. 

* In the case of eBay, even 
) $ 100 tn may be a stretch. In 
its latest financial quarter 
^ the company had a scant 
- $i3m in revenues, although 
, it managed to do that rare 
thing among young internet 
companies - report a profit 
Behind November's share 
price frothiness are high 
hopes for robust internet 
shopping during the holiday 
season and beyond, follow- 
ing strong third-quarter per- 
formances for some leading 
internet companies. 

industry analysts, mean- 
while, continue to raise their 
expectations for online com- 


merce as more consumers 
log on. According to a recent 
survey by Forrester 
Research, o nlin e sales t his 
year should be nearly treble 
last year's levels, rea ching 
$7JJbn. The same study also 
predicts that by 2003, online 
sales will account for 6 per 
cent of all US consumer 
retail spending. 

Such potential continues 
to change the way Internet 
stocks are valued, as ana- 
lysts try to justify strato- 
spheric share prices. 

“Their financial value is a 
function of how fast they 
can grow their top lines, and 
we’ll worry about bottom 
line growth later” said Scott 
Sipprelle. IPO analyst at 
Midtown Research Group in 
New York. 

But for some of these com- 
panies, expectations are for 
annual growth of 100 per 
cent or more, in what will no 
doubt become ever more 
competitive o nlin e niches. 

In the case of eBay - con- 
sidered a leader in web- 
based auctions, with a cus- 
tomer base of nearly lm - 
expectations are clearly edg- 
ing toward the high side. 

“Some future mutant form 
of eBay will be a direct 
threat to classified advertis- 
ing. the bread-and-butter 
profitability of newspapers.” 
says Phil Leigh, internet 
analyst with Raymond 
James Financial. 

But the question remains 
whether eBay will be the 
“category-killer" company 
that leads the way several 
yean from now, in much the 
same way that Amazon.com 
has managed to maintain its 
brand dominance in online 
bookselling. 

See Global Investor 


Food group may 
change equity 


•1 

By Jeremy Gray in Amsterdam 

CSM, the Dutch foods 
manufacturer, is considering 
a change in equity status 
that would improve share- 
holders' voting rights and 
weaken its defences against 
hostile takeovers from 2000. 

The announcement came 
on Friday as CSM unveiled a 
10.6 per cent rise in 1997-98 
net profit - complete with 
its first breakdown of divi- 
sional performance - and 
forecast a further rise in 
earnings this year. 

Jaap Vink, chairman, said 
CSM was weighing replacing 
its non -convertible deposi- 
tary receipts with depositary 
receipts with “limited voting 
rights" at the annual meet- 
ings. The move would end a 
long legal battle with the 
Amsterdam Stock Exchange, 
which maintains that such 
takeover barriers violate 
shareholders’ rights. 

CSM is the last large 
Dutch company to cling to 
the noo-convertible class, 
which accounts for more 
than 90 per cent of its listed 
equity. The practice dates 
back to 1973, when CSM 
replaced its ordinary shares 
with the non-convertible 
variety after a hostile bid by 
Schotten Honig and Suikeru- 
nie, a rival foods maker. 

Mr Vink said the new vot- 
ing rights would apply pri- 
marily in “times of peace”, 
giving individuals with up to 
1 per cent of issued equity a 
sav in management deci- 


sions. (CSM's largest share- 
holder is ABP, a pension 
fund that owns 4.9 per cent.) 

The change, which will be 
put to shareholders in 2000, 
would move CSM Into line 
with a Dutch law on corpo- 
rate legal protection due to 
come into effect next year. 

The chairman also said 
CSM planned to launch a 
stock option scheme next 
year for management and 
senior staff, in keeping with 
practice at the majority of 
Dutch listed companies. 

Net profit amounted to 
FI 245.8m (Sl27.6m) in the 
year to September 30, up 
from FI 222.3m last time. 
Operating earnings rose 
from bakery ingredients, 
sugar confectionery and the 
Purac biochemicals unit, 
while the sugar and food 
divisions showed a lower 
out-turn, the latter burdened 
by an FI 11m provision for 
reorganisation. 

A string of acquisitions, 
chiefly of baking ingredients 
makers in Germany and the 
US. drove a 17.6 per cent 
jump in sales to FI 4.3bn. 

Mr Vink hinted that fur- 
ther purchases were In the 
pipeline. “The American 
market has a high degree of 
concentration, and that 
offers us possibilities for 
acquisitions,” be said. 

CSM expects a further rise 
in net profit in 1998-99, led 
by growth in its baking 
ingredients operations and a 
recovery in its revamped 
food division. 
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Usinor 

issues 

profits 

warning 

By David Owen in Paris 


Shares in Usinor lost ground 
on Friday after Francis Mer, 
chairman, warned that the 
French steelmaker’s final- 
quarter performance would 
not be in line with previous 
expectations. 

Mr Mer told L’Agefi, the 
French financial newspaper, 
that due to a decline in spot 
market prices, higher 
imports and accelerated 
destocking in the down- 
stream sector, “our fourth 
quarter cannot be in line 
with what we were anticipat- 
ing three months ago”. 

In the first six months of 
this year, Usinor’s net attrib- 
utable profit more than dou- 
bled to FFr2. 04b □ ($356m). 

Separately, Sod£t£ Gener- 
ate, tbe French bank, 
launched an innovative 
FFr2J2bn to FFr2.5bn Issue of 
bonds convertible into Usi- 
nor shares. 

The instruments were said 
to be a novelty since they 
give the issuer the option of 
redeeming them for new or 
existing shares. 

Usinor shares dosed down 
FFr2.60, or 3.9 per cent, at 
FFr63 30 . 


How Barclays chief came to grief 

Four key events - and four knights - played a part in the downfall of Martin Taylor 


By Hugo Dixon 

Barclays Bank Is blessed not . 
just with one knight on its 
board, but four; Sir Andrew 
Large, Sir Peter Middleton, 
Sir Nigel Mobbs and Sir 
Nigel Rudd. All four played 
key roles in tbe departure of 
tbe b ank ’s chief executive, 
Martin Taylor, last week. 

Although the announce- 
ment of Mr Taylor’s depar- 
ture was full of warm words, 
his relationship with his 
board had been deteriorating 
for a year, and he had 
threatened to go on several 
occasions. 

Moreover, two months 
ago. Andrew Buxton. Bar- 
clays executive chairman, 
contacted headhunters Spen- 
cer Stuart with a view to 
finding a new chief execu- 
tive. One director says that 
If Mr Taylor had not jumped 
last Thursday night, at an 
emergency board meeting, 
he believes he would have 
been pushed. 

How did the relationship 
between Mr Taylor and his 
board deteriorate so badly? 
Though the story is still 
murky, there seem to have 
been four key events. First 
was the sale of BZWs equi- 
ties and advisory business 
last year. 

Not only was tbe sale itself 


controversial - the choice of 
a public auction has been 
criticised for not being the 
best way to achieve a good 
price. Several nonexecutive 
directors felt they were not 
consulted until the decision 
was too late to reverse. Sir 
Nigel Rudd is said to have 
been particularly angry. 

Tbe second event was the 
appointment of Sir Andrew 
Large as executive deputy 
chairman in May. As well as 
this role, be also wanted to 
take over as chairman of 
Barclays Capital - what 
remained of the investment 
bank after the sale of the 
equity and advisory arm. 

But Mr Taylor would not 
agree. That left Sir Andrew 
without a clearly defined 
job. And, in an attempt to 
carve out one, he is said to 
tried to involve himself in 
what other members of the 
executive were doing. That 
not only put Mr Taylor's 
nose out of joint, it also irri- 
tated other members or the 
executive. Things reached 
such a pass that Mr Taylor 
last month asked Mr Buxton 
to remove Sir Andrew. 

The third event was 
August’s Russian crisis, in 
which Barclays Capital lost 
£250m. According to several 
directors, Mr Taylor was 
extremely stressed during 


this period. He had ebaired 
the credit committee that 
approved the investment in 
Russian bonds. 

He had also assured inves- 
tors that Barclays Capital 
would be a viable business 
shorn of its equity arm. So 
worried was be that the 
business was undermining 
shareholder value. Mr Tay- 


the corporate bank witb a 
similar continental Euro- 
pean business, while merg- 
ing the retail business with a 
UK retail bank. 

This did not go down well 
with other directors. Apart 
rrora criticising the attrac- 
tiveness of the scheme, sev- 
eral were worried that the 
plan had not been backed up 


‘Rightly or wrongly, he had told all his 
executive colleagues. I think that really 
did bum the boats. It's very difficult to 
sit there and push the thing forward when 
you’ve said you’re going* 


lor launched a strategic 
review of the business. That, 
though, irritated several 
members of the board wbo 
thought he was being pan- 
icked into decisions. 

The fourth event was a 
board meeting in New York 
last October. At this, Mr 
Taylor revealed his desire to 
split tbe bank into a retail 
and a corporate bank, to 
stop tbe volatility of the cor- 
porate bank’s earnings taint- 
ing the value of the retail 
business. One possibility 
would bave been to merge 


with hard figures. 

The denouement came last 
week after a story in the 
Sunday Telegraph suggest- 
ing that Mr Taylor was 
pressing ahead with plans to 
split Barclays into two. Sev- 
eral directors felt they were 
being bounced by Mr Taylor 
into a plan they had already 
opposed. But. according to 
Mr Taylor's friends, he was 
not the source of the article. 
Instead it was planted by his 
enemies to undermine him. 
Yesterday the Sunday 
Telegraph said Mr Taylor 


was not the source. 

On Tuesday. Mr Buxton 
railed Mr Taylor from Jed- 
dah. He raised the matter of 
the Sunday Telegraph article 
and was told by Mr Taylor 
that he planned to resign. 
They agreed to talk it over 
in more detail when Mr Bux- 
ton arrived at Riyadh that 
evening. But when Mr Bux- 
ton arrived at his hotel that 
evening, his hotel floor was 
littered with Taxes. He dis- 
covered that Mr Taylor had 
already informed many of 
his colleagues. 

Sir Peter said on Friday: 
’■Rightly or wrongly, he had 
told all bis executive col- 
leagues. I think that really 
did burn the boats, it's very 
difficult to sit there and 
push Lhe thing forward when 
you've said you're going." 

Things then moved rap- 
idly. Mr Taylor had lunch 
the following day wuh Sir 
Nigel Mobbs, the senior non- 
executive director. He also 
had talks with Sir Peter 
Middleton. But. after sound- 
ing out the executive com- 
mittee. both knights con- 
cluded there was no way of 
putting the genie back in the 
bottle. Mr Taylor’s resigna- 
tion was formalised on 
Thursday night. It was a 
matter of picking up the 
pieces as best they could. 
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INTERNATIONAL CAPITAL MARKETS PRIVATISATION ISSUE RAISES DOUBTS OVER INVESTMENT SECTOR 


Indian GDRs face uncertain future 


By Krista Guta fai Bombay 

Is this the beginning of the 
end for the market in India 
for global depositary 
receipts, the largest invest- 
ment universe of Its kind? 

Recent developments in 
the primary and secondary 
markets have raised doubts 
over its future. Last week 
India completed its rust pri- 
vatisation issue this year - 
the sale of a RsZSSbn (SsOn>) 
stake in transport company 
Container Corporation (Con- 
cor), in the domestic market 
with a single global book. 

It was the first time the 
government bad made a pri- 
vatisation issue in the 
domestic market and not 

issued GDRs to global inves- 
tors, and the sale followed 
closely a decision by the 
Securities and Exchange 
Board of India, the market 
regulator, to lift all controls 
on conversion of GDRs into 
their underlying shares. 

This has encouraged inves- 
tors to convert GDRs from 
smaller issues into or dinar y 
shares, draining liquidity 
from the GDR market. 

Some Investment bankers 
believe it is only a matter of 
time before the GDR market 
disappears, but this verdict 
could be premature. 

Warburg Dillon Reed, 
global coordinator for the 
Concur issue, said it is a 
working model for future 
sales. It is a new type of deal 
for the government, said 
David Freud, head of WDR's 
transport team, and the first 
time an equity deal has been 
sold both to international 
and domestic investors. 


You get the best picture of 
real demand and therefore 
the most accurate pricing, 
said Mr Freud, adding that a 
single global book is com- 
mon practice elsewhere. The 
Indian market is coming into 
conformity, being accepted 
fully in the international 
marketplace. 

The market imperfections 
that fostered the creation of 
the GDR market have 
greatly diminished in recent 
years. Global investors are 
now increasingly willing to 
participate in domestic 
issues. 

In particular, paper-less 
trading and settlement has 
reduced transaction costs, 
improved speed of settle- 
ment and lowered the inci- 
dence of fraud. 

Infrastructure for transac- 
tions and settlement has 
improved considerably, said 
Ajay Sandhi, head of WDR 
in India. 

The domestic route has 
political benefits too. Since 
domestic investors stood to 
gain from any upside, the 
government could afford to 
approve a price for Concor - 
Rs250 a share - that was a 
sharp discount to the exist- 
ing domestic float 

A number of past GDR 
issues were delayed after 
previous governments 
refused to endorse market- 
driven prices - fearing they 
would be accused of selling 
national assets to foreigners 
at knock-down prices. 

For Concor, the govern- 
ment let the market decide 
on pricing, said Mr Freud, 
and this bodes well for 
future issues. 


However. Container Corpo- 
ration was not an unqualif- 
ied success. State-owned 
financial institutions bought 
about 60 per cent of the 
shares on offer. Foreign 
investors took only 30 per 
cent and in total there were 
only 40 investors, domestic 
and international. 

There are several explana- 
tions. Domestic institutions 
are prominent buyers of pri- 
vatisation stocks the world 
over, but In India they are 
almost all state-owned. 

Moreover, while a number 
of foreign investors were 
interested In the company, 
global investor sentiment 
towards emerging market 
equities is still cautious. 

Even so, rival investment 
bankers are critical. It is a 
meaningless transaction, 
said one. The government’s 
left hand is giving to its 
right hand. 

He said the deal will do 
little to ensure a healthy sec- 
ondary market or change the 
ownership culture - two fac- 
tors that would also discour- 
age private investment in 
the company. Pricing is not 
really market-determined, it 
is determined by the level of 
government influence. 

Concor may have been the 
best deal available - there 
were few takers for the alter- 
native. an illiquid $50m GDR 
- but state-owned financial 
institutions may not have 
the resources to underwrite 
the rest of the government's 
RsSObn privatisation pro- 
gramme. Bigger issues will 
require wider participation - 
and this may not be attain- 
able in the Indian market 



Hungary 
to sell 
rest of 
Matav 


By Kester Eddy 
h Budapest 


Meanwhile, there is evi- 
dence that the GDR pool is 
shrinking. This is partly 
driven by arbitrage between 
domestic and offshore prices. 

Some primary market 
investors, who are sitting on 
big losses, are said to be giv- 
ing up on Indian GDRs. 
However, conversion Is prin- 
cipally a function of liquidity 
- of prime concern today. 

There are a lot of stocks 
that have become very illiq- 
uid in the GDR market, said 
Manesh Gupta, head of 
GDRs at Skindia finance, a 
local stockbroker. These are 
being cancelled, converted 
into shares, and sold Into the 
domestic market 

The handful of big, liquid 
GDRs, including telecoms 
companies VSNL and MTNL; 
financial institutions ICICI 
and State Bank; and petro- 


chemical giant Reliance 
Industries, have seen little 


Mr Gupta said there is 
solid secondary market 
demand for these stocks, 
which are better priced than 
other GDRs and enable 
investors to circumvent for- 
eign ownership ceilings. 

The primary and second- 
ary markets appear to be 
telling the same story: the 
days of small illiquid GDRs 
are over, but there is still a 
place for big liquid GDRs in 
core sectors. 

This suggests the GDR 
universe will shrink - as 
small issues move back to 
the domestic exchange, and 
small privatisations take 
place entirely at borne. The 
bigger, more liquid issues 
that are left might be more 
attractive investments. 


Russia expected to default on Soviet loans 


By Clay Hairis, 

Banking Correspondent 

Fitch IBCA, the inter- 
national rating agency, has 
signalled the probability of 
an immin ent Russian default 
on restructured Soviet loans 
(Prins). assigning the securi- 
ties a long-term rating of CC 
and short-term rating of C. 

The next coupon payment 
of $?24m on Prins falls due 


on Wednesday. Under the 
London Club agreements on 
sovereign debt, half is to be 
paid In cash and half in 
interest arrears notes 
(LANs). 

The Russian ministry of 
finance is now proposing to 
pay the entire amount In 
LANs maturing in 2002-05. a 
move that would constitute 
an effective default 

Fitch IBCA expects a 


*2l6m cash payment on 
other IANs, also due on 
Wednesday, to be made in 
full, although probably not 
until the end of a 15- work- 
ing-day grace period. Talks 
are expected to take on the 
Prins question at the same 
time. 

The agency said the 
ratings reflected its view 
that the Russian government 
viewed Soviet-era obligations 


as junior to external debt 
contracted since 1992. 

It also assigned a 
long-term rating of CCC, a 
short-term rating of C and a 
support rating of 2T to 
Vnesheconombank, which 
acts as agent for the Russian 
government in managing the 
external debt of the former 
Soviet Union. 

Separate talks on restruct- 
uring of domestic debt, or 


GKOs, on which Russia 
defaulted in August are due 
to resume in Moscow this 
week. 

Six banks, representing a 
wider group of 19, hold out 
little hope of budging the 
Russians from an offer 
worth four emits on the dol- 
lar. 

They will focus on seeking 
liberalised terms for the use 
of blocked roubles. 


Hungary is to sell its 
remaining 5.4 per cent stake 
in Matav, the country’s dom- 
inant telecommunications 
company, in the first half of 
1999. 

Gyula Gaosperger. chief 
executive of the state priva- 
tisation agency (APV), said 
the Matav sale would be fol- 
lowed by offerings of minor- 
ity stakes in five of Hunga- 
ry's six regional electricity 
distribution companies. 

The APV owns stakes of 
less than 10 per cent with a 
total face value of FtliJ5bn 
($52m) in these EDCs, which 
are majority owned by 
French and German strate- 
gic investors and are not 
listed. 

Matav is 60 per cent owned 
by MagyarCom, a joint ven- 
ture between Amerttech, the 
US telecoms group, and 
Deutsche Telekom. 

An inirial public offering 
of 2&2 per cent of Matav on 
the New York and Budapest 
stock exchanges last Novem- 
ber raised SLOlTbn. 

The APV also planned to 
offer a 28 per cent stake in 
K&H Bank, but was waiting 
for more favourable stock 
market prices, Mr Gansper- 
ger said. 

K&H Bank is Hungary's 
third-largest commercial 
bank, in which Irish Life and 
the Belgium’s' KBC Bank 
(formerly Kredietbank) each 
hold 23 per cent 



Finnair 
review after 
fall in profits 



By Tim Burtln Stodrftflrti 

Finnair, the state-controlled 
Finnish flag carrier, has 
launched a wide-ranging 
strategic review following- a 
sharp fall in first-half profits. 

The airline, which has 
been bit by rising costs and 
intense competition in the 
Nordic market, said the 
review could prove decisive 
for both its short and 
long-term future. 

Antti Potila, chief execu- 
tive, said the carrier bad to 
adapt rapidly to slowing pas- 
senger and cargo demand. 

"International alliances 
pjnong - airlines are in a state 
of flux, our aircraft fleet Is 
being modernised and pres- 
sure to increase profitability 
is on the rise.” be said. "Now 
is the tim e to review the 
company's future opera- 
tional strategy and to draw 
the necessary conclusions.'' 

Industry analysts inter- 
preted his remarks as a sign 
that F innair could seek a 
closer relationship with Brit- 
ish Airways, its main code- 
share partner. The two carri- 
ers established the partner- 
ship in part to counter Scan- 
dinavian Airlines System, 
Finnairi s main rival and a 
founder member of the six- 
airline Star alliance. 

British Airways or another 
potential trade buyer, such 
as Swissair or ELM of the 
Netherlands, could acquire a 


strategic Stake in Finnair if 
the Finnish government pro- 
ceeds with plans to reduce 
Its 58 per cent shareholding 
during the next four years 

In the six months to Sep- 
tember 30, Finnair saw pre- 
tax profits fall 30 per cent 
from FM572J2m to FM455.6m 
(S87.7zn)i on turnover up 7.5 
per cent to FM455bn. 

The figures were distorted 
by FM120tn of extraordinary 
gains last year, but Mr Potila 
said the underlying perfor- 
mance reflected growth in 
“sectors with below average 
unit revenues". 

Moreover, the combined i?, 
effect of growing competi- *9 
tion and rising costs for fleet 
modernisation is expected to 
hold bade the results for the 
fuff year. 

“Due to fluctuations in 
demand, performance during 
the winter traffic season Is 
always significantly below 
that of the first half.” said 
Mr Potila. In the 12 months 
to March 31. pre-tax profits 
reached FM 626.7 d- 

The chief executive, who is 
retiring at the end of this 
year, also indicated that the 
airline’s on-going restructur- 
ing. known as "Programme 
2". had been hampered by 
traffic growth and increased 
costs. 

The restructuring, which 
was launched last year. is*, 
expected to increase annual^: 
profits bv FM500m from 2000. s' 
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CROSS-BORDER M&A DEALS 



Andrew Berry, Managing Director, Global Clearing 

FIMAT 

is CONNECTED 
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Whatever the product and wherever the market place FIMAT 
is always CONNECTED. 

A leading presence in derivatives markets enables our clients to be 
CONNECTED to mare l ban 600 individual interest Rate. Bond, 
Currency, Equty & Commodity contracts. 

RMAT is committed lo ensuing that its technology solutions are 
always at the leading edge m prcvrdng ns cSerrts with efficient and 
effective means to achieve their investment objectives. 

FIMAT is very well CONNECTED. 


Contact: Andrew Beny TbL- 0171 S76 8780 
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BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Vrag (Germany) 

Alusutsse-Lonza (Switz) 

Conglomerate 

SlObn 

Equals merger 

Deutsche Bank (Germany) Bankers Trust (US) 

Banking 

$9.7txi 

Eyebrow raiser 

EdF (France) 

London BecWdty (UK) 

Power 

$3-3bn 

Unconditional 

AH’ (US) 

CitiPower Australia) 

Power 

*1.1 bn 

Entergy sale 

Thyseen (Germany) 

Dover Elevators (US) 

Lifts 

$ 1 . 1 bn 

Non-core disposal 

first Pacific (HK) 

PLOT (Phfippirwa) 

Telecoms 

$749m 

Strategic stake 

Samsbtoy (UK) 

Star Markets (US) 

RetaSng 

$490m 

fit with Show's 

Bnn (US) 

Unit of ICI (UK) 

Chemicals 

$498m 

Teesside transfer 

Sarin (Italy} 

Unit of Gambro (Sweden) 

Mocflcd equpmnt 

£267m 

Co be sold 

PRI Automation (US) 

Prom is Systems (Canada) 

Computer srves 

$48m 

Paper purchase 
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The future of LIFFE and FCT 

are CONNECTED 


Roger Carlsson 

Chairman 



As global Market Makers. FCT eagerly anticipates the opportunities UFFE 
CONNECT™ wi provide. This exciting new platform will enable FCT to continue 
to provide market iqudity into the new nwflemum. 


UFFE CONNECT™ - a bridge to the future for FCT. 




FCT (Europe UmMd bt regulated by ItaSFA 
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The CRC 

is CONNECTED 


Tania Thornton 

Sales Executive 
Member Applications 


% 


Our screen-based trading application, the OR C™, 
is an Integrated, trading, market making, pricing 
and nsk management application for electronic 
markets. There is also extensive support (or OTC- 
trading In the ORC™. 

Get In touch with us tor a personal demonstration 
Or more Information about the ORC™. 


Technology 

.07 CANNON STREET 'LONDON ECN 5 AD ■ ENGLAND ■ TEL .44-T71.2S3 OS TO ■ FAX „ 
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POLAND DISPUTE OVER TELEPHONY. DEAL 

Elektrim 
defends share 
stake sale 


By Christopher BoHnski 
hi Warsaw 

Senior managers at 
Elektrim. one of Poland’s 




’5 


terday sought to fend off 
charges that it misled inves- 
tors about - its true value, 
amid a dispute that has 
raised questions about trans- 
parency and corporate gover- 
nance on Poland’s stock 
exchan ge. 

The dispute erupted on 
Friday after Elektrim 
reported that part of its 34.1 
per cent stake in Polska 
Telefoma Cyfrowa (PTC), a 
successful mobile telephone 
operator, was set to be sold 
to Kulczyk Holdings, a co- 
investor in PTC, at little 
more than the value of Elefc- 
trim’s initial investment. 

“This incident unrtwmtnwi 
the credibility of the com- 
pany and throws a shadow 
on the Polish equities mar- 
ket,” said one investment 
banker yesterday. 

Elektrim's commitment to 
sell the 6.5 per cent stake in 
PTC to Kulczyk Holdings 
dates back to a 1966 agree- 
ment that rewards “intellec- 
tual services” tram. Kulczyk 
Holdings in putting together 
the PTC consortium. 


The consortium includes 
DeTeMobQ of Germany 
Med i a One, of the US, both cf 
which own 22.5 per cent 
stakes in PTC, which is now 
valued at between $2bn 
$3bn. This means the 6L5 per 
cent that VnpVtr vm is 
obliged to sell to Kulczyk is 
now worth up to $20Qm, or 
about 20 times more than 
the listed conglomerate wiH 
receive for the stake. 

“At first, we didn’t report 
the terms of the deal because 
it was immaterial to the 
value of our company,” Piotr 
Mroczkowski, Elektrim chief 
financial officer, said yester- 
day. “PTC was still being 
developed and was running 
at a loss.” he explained. 

“Later,” said Mr 
Mroczkowski, “when the 
valuations of PTC by 
analysts started, we were in 
talks with Kulczyk and we 
didn’t want to prejudice 
those.” 

Elektrim reported the 
terms of the deal once it 
became clear that Kulczyk 
was likely to take up the 6.5 
per cent stake within six 
months. 

Trading in Rlaictrtm stock 
was suspended on Friday 
after it fell by the maximum 
permitted 10 per cent 


Air France to 
report this week 


By David Owen in Pads 

Air France, the French 
national carrier, releases 
half-year results on Wednes- 
day amid expectations that 
the time-table for its partial 
privatisation is soon to be 
announced. 

Jean-Cyril Spinetta, chair- 
man, recently mdimtud that 
the operation would proba- 
bly come in the first quarter 
^ of 1999. He told Parte Match. 
4he French magazine, that 
Four merchant banks - 
Credit Agricole-In doeuez and 
Morgan Stanley for the state, 
an&Lazard and Socifett Gen- 
erate for Air France - wefe 
working on a valuation. 

The government will prob- 
ably want to avoid a dash 
with the planned flotation of 
Aerospatiale, the state- 
owned aerospace group, 
however. Sources close to 
merger negotiations between 
Aerospatiale and Lagarddre* 
Matra defence interests 
recently Indicated that the 
sale was likely by the end of 
March, suggesting the Air 
France sale could come 
rather sooner. 

Mr Spinetta also suggested 
Air France's first-half results 
would be positive, in spite of 
the impact of a 10-day strike 
by Air France pilots, called . 
off just hours before the 
start of the World Cup soc- 
cer tournament in June. 


which has lopped nearly 
FFrl-5bn ($260m) off profits. 

Air France management 
and its main pilots* union 
last month reached broad 
agreement to reduce over- 
heads -hy allowing tha pilots 
to acquire shares in the afr- 
Ilne in return for effective 
wage cuts. Net attributable 
profit for the year to March 
1996 reached FFrUffim. 

• Skis Rnssignol, ■ . the 
French sports equipment 
group, reporteda sharp faS 
in first-half profits and 
warned it would make a foO- 
year loss. Net income fear the 
sbc months to September 30, 
released lets an Friday, Ml 
from FFi50J3m to FFr13 .6m. 

Operating ja-ofit was down 
from FFrtl&8m to FFrSASm. 
Turnover slipped from 
FFrfcl2hn to FFr937.5m. 

The company blamed a fall 
in consumption in Asia, 
which had a big impact on 
sates of its winter sports 
equipment, without being 
offset by growth elsewhere. 

Winter sport sales of 
FFr752-2m were down a 
quarter from a year earlie r 
but snowboard activities 
rose more than 17 per cent 
The company expects golf 
equipment sales to rise 
nearly 30 per cent over the 
fUH year. It said Its Cleve- 
land brand had reinforced its 
position as market leader in 
wedges. • - 
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and Guaranteed Funds 
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European Investment Bank 


Yen Defat tauanca 
Programme 

Yen 50000000000 

Roaring rata notes due 2000 
Tlanowwlllwkma 
at [JS438* per annurt from 

30 Nowmbar IWB to 28 

| 999 .InwrBapajoMaoo 
28 1999 w* amount® 

Yen 673.427 per Yen 

IOOOOOOOO nota. 


Global Apnqr ** Tna Scrum 

Gdtant NA. London 

MNcwmb-M® 9 ® 

cmBANCG s 


_ U.S. $500,000,000 

IJoyds Bank Pic 
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Rowing MaMaMfBirtwS} 

RxV»*«»nwrtM.Nowan*ar 
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Yen 35^00000000 
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Marginal 
first-half 
rise at ' 
SingTel 

By SheBa Mdiotty in Singapore 


COMPANIES & FINANCE 
BANKING MEGA-MERGEBS HAVE LEFT US INSTITUTION VUL NERABLE 

Mr Fix-it aims to get 
Bankers on the mend 


Singapore Telecom, the 
city-state’s main telecoms 
provider, reported a 3.4 per 
cent rise in profits for the six 
months to September, to 
S8997^m (US$605m). 

Koh Boon Hwee, chair- 
man, Wnmnd the disappoint- 
ing results on a slowdown in 
growth of international tele- 
phone traffic and a tab in 
the take-up rate of both 
mobile and fixed-line ser- 
vices. He predicted results In 
the second half would be 
weaker. 

SingTel has tried to spur 
demand during the Asian 
economic crisis through a 
variety of cost-cutting and 
prnr n flti n nal campaigns. 

Mr Kbh said efforts 
would continue and the com- 
pany still hoped full-year 
results would be flat or only 
slightly negative. 

SingTel was helped in the 
first half by its foreign 
investments, with income 
from associates of SI 126.7m. 
compared with a loss of 
S$48-?m a year earlier. 

Belgacom, the Belgian 
operator, contributed about 
S*64£m. 


By Tracy Corrigan m New York 


Frank Newman, once viewed 
as Bankers Trust’s Mr Fix-It, 
is hoping a new strategy will 

justify the name - calling . 

Three years ago be took 
the brim at Bankers in the 
wake of a painful derivatives 
scandal, after Procter & 
Gamble and other companies 
accused Bankers, then at the 
forefront of the developing 
derivatives market, of mis- 
selling products. , 

Mr Newman’s impact was 
as immediate posi- 
tive. Despite internal turmoil 
after the departure of 
Charles Sanford, his prede- 
cessor, and a number of San- 
ford loyalists, he set a strat- 
egy of focusing on finance 
for growth companies. 

Bankers’ acquisition in 
April 1997 of Alex. Brown, a 
amiTl but prestigious Balti- 
more-based investment bank 
with 8 strong franchise In 
the profitable US initial pub- 
lic offering market, was seen 
as a personal coup. 

Enthusiasm was less pro- 
nounced for his purchase of 
Wolfensohn, the mergers 
and acquisitions boutique, 
which some felt he overpaid 


for. And though there were 
. reservations about his strat- 
egy of focusing on middle- 
market, growth companies. 
Banker’s stock recovered 
dramatically, doubling in 
two years before it peaked 
fhfa summer.. 

Mr Newman had faced a 
similar challenge before, hi 
1986, he left a senior position 

Mr Newman could 
argue he has 
salvaged what he 
could from a 
tricky situation 

at Wells Fargo to join the 
thwi troubled Ranir of Amer- 
ica as finance director. The 
bank had already lost mare 
than (lbn and was, by his 
own definition, “in big trou- 
ble”. He helped turn it 
around: 

The challenge of righting 
Bankers Trust followed a 
two-year stint as deputy 
secretary of the Treasury 
under Uoyd Bentsen. Until 
this year, it seemed he had 


pulled it off again. 

But Bankers Trust has 
been bit bard by recent mar- 
ket turmoil, report! og a 
third-quarter loss, and Mr 
Newman’s leadership and 
strategic direction have been 
questioned amid reports of 
internal rifts with other 
senior managers. 

According to Fortune mag- 
azine. the board “now 
(dearly has its antennae up” 
following the losses and 
complaints about Mr New- 
man's style. More important, 
the spate of mega-mergers in 
financial services in the past 
two years has left Bankers 
looking vulnerable. 

By selling out to Deutsche 
Bank at this juncture, Mr 
Newman could argue that he 
has salvaged what he could 
from a tricky situation. 
Shareholders, though, might 
argue he should have sold 
earlier, preferably before the 
recent slump Id Bankers 
share price. 

As for Mr Newman, as co- 
bead of investment banking 
with Josef Ackerman, bis job 
of merging the investment 
banking businesses of Deut- 
sche and Bankers Trust will 
be as ripmanrttnp as any 



Frank Newman; leadership has been questioned 
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the market place FI MAT is always 
CONNECTED. 

A leading presence in derivatives markets 
enables our clients to be CONNECTED to 
more than 600 individual Interest Rate, Bond. 
Currency. Equity & Commodity contracts. 

FIMAT is committed to ensuring that its 
technology solutions are always at the 
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efficient and effective means to achieve 
their investment objectives. 
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ff|RST INFLATION-INDEXED BOND ISSUE 
BY A MEMBER OF THE EURO ZONE 


OATt" 

3% July 25, 2009 
FRF 24 billion 


lafllnyn 

BANQUE NATIONAL DE RUUS BARCLAYS CAPITAL FRANCE 5A SOClETE CENERAUE 


Oat efmJtt Cm~Lrmt Mnqgm 
1UWJUF UNMAN nflTHUS SJL. 


ctEixtagiucuu wncsvEZ 


MMm total Wn fttaci BnwaNikoi COCMarcMi 
UMCoxwdiltiFnBca Dradna Dnni Brnma MnSuMMlKiCii 
XP Uinn H Cm SA Mama Uach Rpnce SA 


MMliawB taeriaMFiaalA HSBC 
Ua>i*i 5UMay SA DMon EnjManaa Sa DC 


SK TELECOM CO., LTD., Seoul, Korea 

CHF 70 000 000.00 Vb% Notes with Warrants 1995-1999 

Swiss Security Numbers: Cum: 132.251; Ex: 132.252; Warrants: 132.265 

Please find below a message from SK Telecom Co., Ltd.. Seoul. Korea: 

QUOTE 

In connection with the issuance of Swiss Franc 70 000 000 aggregate amount of 
' •% Notes with Warrants (the ’Warrants') by Korea Mobile Telecommunications 
Corporation (which changed its corporat e name to SK Telecom Co., Ltd.) on 
December 21 , 1995, we have been ctosely in consuttation with the Korean Stock 
Exchange (*KSP) in order to receive permission from the KSE to issue additional 
shares to foreigners upon the exercise of the Warrants by the wanantholders. 

We coniton that the rights of all wanantholders are filly reinstated, regardless of the 
charge oi current foreign ownership limitation under the Telecommunications Busi- 
ness Law. 

Jin Mo Choi 
Senior Vice President 

UNQUOTE 

By order: 

CREDIT SUISSE FIRST BOSTON 


FRONTRUNNER I, SICAV 

SwM fl wam w iC*«p»o1 VmMJc 
671 rack Neater. L-E20 Rudd 
R.C. Lauotaag D 31442 

Notice to Shareholders 

Stake n hen*, pn to Ac itaefaoiikn of RoMnaocr I - Genua MaA Racnc (DSO 
tbu. bj dtuun cl die Bund u( Durcan liken on in Squcmtxy 1998. Fimrmcr 1 ■ 
Gama MjA Rnenc (DEMI ikd be magal into Fw i wi ra ifi I - ECU Racnc I ECU! 
K-drouauakduFitKtanacT I . Euu Rocrvc |EUK) aal l lamvy 1999. 

Ttai nofa t» dac 10 Ihc ramdactna of the Eiiid. 

TV lhachoUen cHKxncd bj Ob maser uc hereby informal da (be merger docawn 
Uun bud »B ibe ifaarhutdcn aT FraMraiacr I - German Mol Reserve (DEMI wMch 
hot ra* Kffnlri (he ipfc n u Ciwi nf (hca kVa or ibe euuvusiuti ibeicof ku another 
SdoTand .rim Ibe period of nee amah *» nf I Devcmhcr 1991; thh b M uy tel ndi 
raurauamri AiB be received * the Cofl|m)'i. Rcjtucrcd Office or wot Unfeank SA. 
UvnliM|. bcf.ec 31 Decanter 199K ■ 1 1 00 bnaafaniiig one. Any Rdcmpm it 
manll) free <4 my itajc. 

TV ihatcbnUm we utaiutd ita Ac meifvi dan team: effective uo I bony 1999 
Ml due It dill be fuvwil by ejurtanginp dure, of homlramacr I ■ Gamin Mel 
Racnc (DEM 1 urin vham uT FitMtranMer I . Em Reicnw I EUR > ■ e rathaVsed on the 
Net Ann Vitae per dn id the kIcvm SMorii ua 31 Dceendier 1*48. 

Tbc nri; ifallereKC between FfaMraaaci I ■ Gcmu Mark Irwnt (DEM) and 
FroBtramcr I ■ ECU Recent (ECUl 1 % (he mKNmcM riniqfy » the emem Uni 
Fiwnuct I - F.CU Rnmr 1 ECU 1 lira H nwlnly investing M only hi DEM 
te w imn ) bind, ad dm tern traufcnNc debt laentia total an the FrariJun 
Stud. Eubntyc nr liadcd io iMltcr revalued rent cl wiitao die OECD bm more 
(noaBy a tend* ad dot cm tanknMc debt KaMiaieed an Earapea nock 
culHBfc* or natal ut oodn icgatunl rata wnton Ac OECD TV tax currency of 
rwino n I ■ Gna MreV Rnmr (DEMi M> DEM where*, the Imre concacy of 
1 - ECU Rcwrar ■ ECU) i* mm> Vm (EUR I. 


TV — (brawi o n of r wwiiiii I ■ Eton Rnene (EUR] ream 1 
I'pAmvf pop wwn icDnririp ihc wafer J*a be amltaMe at (be R eturne d Office of 
rLSnav 
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METRO 

METRO FINANCE B.V. 

Ottoman, Thto NMhatand* 

FRF 50.000,000 Ftatatag Rata Natan •xchangaabla Into (trad Rata Note* WM8B0M 
TVnebodte.: U4 Coranwo Codr 9306345 
(laauad mtar 0w DM 2 bHon MuRbCmney Euro Wai Tan Note 
Propanaaa of METRO AO) 

Thto Rate Of mum appkcabta to Dio Wares Panod from 27 Nove mb er 1996 
to 36 February 1999. tndustuety. ms daa n r ta ed to be 199375 per cent per 
■man. This boeren Rase a according to Article 4 oi me Pricing Suppleme n t 
equal to the Rate of tttreo-nxxthi-FRF-dcpoSJ-itile (PtBOR) plus a Manga of 
40 tuss poms on the Interest Determbialtan Date. Therefore, on 1 March 
1999. interest is due m the amount at FRF 10.20S.25 per Note oi FRF 
I.OOOjOOO pnnapar amount 
Frankfurt am Mam. November 

Dresdrwr B*nk AkUangMollsehaft 

Issuing and Principal Paying Agent 


BANCO CENTRAL DE 
LA REPUBLICA 
DOMINICANA 


COLLATERALISED 
DISCOUNT BONDS DUE 
2024 

In accordance with the previsions 
of Bw Fiscal Agency Aye ament, 
notice is hereby given lint tor the 
six month Merest Period Ikon 
November 30, 1998 io May 28. 
1896, the Bonds wffl cany an 
Interest Rale of 6.0625% pj. 
and the Canxm Amount per 
U^JI.000 normal of the Bonds 
wfflbeU.SS30.lA 


Global AQancy and Trim Sanncaa. 
CUbank. N A London 
Novemb e r 3Q, 1993 
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Banquc Buuias 


Vonogose HJ-TWi Sportswear 
tedustrics Ltd 

USD 20 MiDioa FRN doe 1999 
Common Code: 006429067 
1SIN Cede XS0066290S76 

VKnubUNov CXB - 2S May IW 
V. Ratr bMIS^pa.alKn 
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BUSINESSES FOR SALE 


Appear in the Financial Times 
every Tuesday, Friday and Saturday. 

For further information, or to advertise in this section, 
please contact 

Marion Wedderbum on +44 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 


COMPANIES & FINANCE - 

TELECOMMUNICATIONS ANALYSTS SAY SHARES ARE 'RELATIVELY EXPENSIVP_^C0MPET1TI0N^R^U 



France completes Telecom sale 

A _ i x .U K 


By David Onm bi Paris 


France’s Soclallst-led 
government can congratu- 
late itself on another deftly 
handled share sale after 
announcing at the weekend 
that all segments of the 
FFriObn ($10ibn) secondary 
offering of France Teleconi, 
the partly privatised tele- 
communications operator, 
were comfortably oversub- 
scribed. 

The state’s stake in the 
company is set to foil to just 
over 62 per cent as a result 
of an operation in which 
nearly 3m Individual inves- 
tors have booked shares. 

The sale is expected to 
yield about FFr36bn for the 
French state and FFr23bn 
for France Telecom. The 
company is to spend same 
FFr&abn of this on a 2 per 
cent stake in Deutsche Tele- 
kom, its German counter- 
part, with the rest ear- 
marked for international 
development, principally in 
Europe. Deutsche Telekom is 

s imilar ly paying the French 

state FFrSbn for 2 per cent of 
its French opposite number. 


MU. 


But, if the benefits of the Ftattolftfocom 
deal promise to be almost 
instant for the state and the .. i 

company, those who pur- 
chase the shares may need 
to be more patient That at 
least is the suspicion of tele- 
coms analysts, most of 
whom indicated that they 
saw the current price of 
FFr410 a share - up from 
FFr868.50 when the public 
offering was launched - as 
relatively expensive. 

The final price of the offer- 
ing to individual investors 
was set on Saturday at 
FFr390 a share, with institu- 
tions paying FFr400. This 
compares with just FFr182 
paid by the record 3.9m 
retail Investors attracted by 
the company's initial public 
offering in October 1997. 

Average earnings per 
share forecasts among ana- 
lysts contacted were 
FFrl4.40 for 199B and 
FFr15.60 for 1999. 

It looks a bit expensive at 
current leVels," said one ana- 
lyst, who commented anony- 
mously because his company 
is part of the syndicate 
working on the deal “It will 



be very difficult trying to 
sell it over FFr880. Most 
institutional investors are 
concerned about buying at 
more than FTT390.” 

TFr380-FFr390 would jus- 
tify an investment,” said 
another analyst, advising 
against bidding at FFr400 a 
share. Even an analyst who 
thought there was “still 
some value in the shares” 
commented: “We are not 
saying they are the most 
outrageously cheap shares 
around There is some 


upside, but not a huge 

amount" , _ 

Iain Johnston, head of tele- 
coms research at «J- P- ^° r ; 
gan in London, said that 
with cash-flow multiples 
high and the yield compara- 
tively low. there was "not a 
lot of value in the shares . 
He suggested the only rea- 
son the shares might go up 
in the short term was that 
“the high retail allocation 
will leave institutions 
short". 

Analysts give the company 
high marks in a number of 
important fields. Including 
its international invest- 
ments, mobile operations 
and the effectiveness of its 
response to the onset of full 
domestic competition. 

But they point to other 
factors that may make Ufo 
tougher for the group in 
future. The first of these is 
the strong likelihood that 
competitive pressure on the 
company will increase. 

According to Didier Poinl- 
lot, a consultant with Mate, 
a communications research 
institute in Montpellier, 
France Telecom should 


retain about 65 per cent of 
the FFrl70bn French tele- 
coms market in 199®- hi the 
fixed-voice segment, how- 
ever. the competition has so 
for probably taken only 
between 2 and 3 per cent. 

jean-Michel Hubert, the 
French telecoms watchdog, 
has already served notice 
that the former monopoly 
operator’s 1999 catalogue of 
Interconnection charges 

must give rise to a "signifi- 
cant and real” reduction in 
tariffs 

Analysts also doubt the 
company's ability to manage 
costs as competition heats 
up. "France Telecom is not a 

EflTn ptmy that Is particularly 
aggressive on costs - cer- 
tainly not on staff levels." 
says Mr Johnston. 

There are doubts too about m 
Global One, the joint ven- if 
ture with Deutsche Telekom 
amt Sprint of the US. 

Said one analyst: “The big 
issue is how they develop 
Global One into a profitable 
and strategically significant 
company. At the moment, it 
is not given strategic signifi- 
cance by the market". 
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EMERGING MARKETS LOAN PROGRAMME HOPED TO HELP RESTORE INVESTOR CONFIDENCE 


Pakistan awaits IMF deal approval 


By Fartian Bofchari in Karachi 


A positive tone is expected 
in Karachi this week as 
investors look ahead to the 
final approval of a long- 
awaited deal with the IMF, 
the first sign that the coun- 
try may stave off a foreign 
debt default. 

However, analysts were 
quick to dispel hopes of a 
sharp and continued upturn 
in a market that is currently 
more than 40 per cent below 
its level at the start of the 
year. 

Last week, the market cel- 
ebrated news that the coun- 
try had reached an agree- 
ment with visiting IMF 
officials on a new loan pro- 
gramme, which wfl] provide 
the cornerstone of an inter- 
national rescue package. 

Prime Minis ter Nawaz 
Sharif’s government is keen 
to pat itself on the back, 
rfalmtng that credits Of Up to 
$530m from the fund during 
the present financial year 
(Joly-June), should provide 
the catalyst for a wider pack- 
age of about $S-5bn. 

“The conclusion of the 
agreement with the IMF 
should send the right signal 
and restore confidence.” said 
Ishaq Dar, finance minister. 

The deal agreed with IMF 
officials is tied to another 
agreement with the World 
Bank over the deeply conten- 


tious issue of the future of 
Pakistan’s private sector 
power companies. 

Although specific details 
have not been revealed, gov- 
ernment officials said Pakis- 
tan had assured the bank 
that it would not use investi- 
gations into alleged corrup- 
tion in those companies as a 
mechanism for forcing them 
to cut tariffs. 

For months, the govern- 
ment's “accountability cell", 
the main body responsible 
for investigating corruption, 
has relentlessly sought 
details of private power con- 
tracts signed imrinr the ten- 
ure of Benazir Bhutto, the 
former prime minister. 

The investigations have 
left market optimism flag- 
ging. Many investors have 
had a special inter est in Hub 
Power Company (HTJBCO), 
the 1 second largest stock 
listed an the Karachi Stock 

V.Trhflrtg m. 

Last month, the govern- 
ment unilaterally cut the 
tariff paid to the company 
and said it was doing so 
after finding evidence of cor- 
ruption in' the signing of a 
new. power tariff agreement 
in 1994 that It said had con- 
siderably improved the com- 
pany's returns. 

“Investigations Into 
HUBCO have badly knocked 
already weak sentiment 
Now the issue is whether the 
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government is willing to 
bad off and help a recovery 
in the market” said a for- 
eign banker. 

Mr Dar has said he is keen 
to seek an out of court settle- 
ment with the company,, but 
has stopped short of suggest-' 
ing a new mechanism to 
resolve the issue. 

HUBCO has begun arbitra- 
tion proceedings in the Inter- 
national Court of Arbitration 
of the International Cham- 
ber of Commerce, but a final 
settlement has yet to be 
reached. . 

Many analysts said the 
acrimonious exchange over 
the private power issue had 
caused long-term harm to 
Pakistan’s Investment out- 
look. That along with a leg- 
acy at a number of previous 


loan programmes falling 
apart just months after 
agreement, gives little rea- 
son for optimism over 
long-term sentiment. 

According to Ali JameeL a 
director at Karachi's Jehan- 
gir'SHdiqiu brokerage: -«Fhe 
news on the IMF would 
improve investor confidence, 
but only slightly. The confi- 
dence has been eroded so 
badly over issues like the 
power sector, that it may 
take a long time to be 
restored.” 

. Pakistan's structural prob- 
lems are numerous, which 
causes many analysts to fear 
another failure in meeting 
IMF conditions. 

“There is stni a key anxi- 
ety over the IMF pro- 
gramme. Nobody knows It 


it’s a recipe for disaster 
ahMti- another failure: or if 
this is the beginning or a 
tumround,” said Mudassar^t 
Mai Lb, a director at Kara-#; 
chi’s BMA capital manage- ' 
ment brokerage. 

Some analysts warned that 
foreign investors would 
remain especially apprehen- 
sive over Pakistan's retreat 
this year from its liberal for- 
eign exchange policies. 

Hours after the nuclear 
tests in May, the govern- 
ment froze deposits of about 
Sllbn in onshore foreign cur- 
rency accounts, anticipating 
a run on the banks. Deposi- 
tors were promised with- 
drawals at the official con- 
version rate, which is about 
20 per cent above the market 
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Analysts said the policy 
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reversal had only cast uncer- 

• • • «-1 

tainty over future promises- . 

although the govemmenjL .1- 7 



said it remains firmly confix 

mitted to facilitating foreign 

and domestic investors. r- 

- 

“The appetite of foreign 



tnvestors is now much more 
limited than before, because 
of the foreign currency 
issue," said Mr Malik. 

Analysts said assurances 
of new credits from the 
International Monetary 
Fund would not necessarily 
perk up sentiment unless the 
economy showed signs of a 
strong recovery. 
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By Richard Tomkins 

Hectic merger activity 
propelled the Dow Jones 
Industrial Average to a 
record dosing high of 
9,374^7 at the beginning of 
last week, an extraordinary 
phenomenon given the poor 
outlook for US corporate 
earnings. Worries that stock 
market valuations have 
become overstretched 
appear to have become lost 
amid the bfds-and-deals 
euphoria. As companies 
continue to exploit their 
high stock prices to make 
acquisitions, it seems likel y 
the trend will continue. This 
week two big deals are - 
expected to be agreed: 
Deutsche Bank's takeover oF 
Bankers Trust and Exxon's 

takeover of Mobil 
Other features of the 
coming week’s trading are 
likely to Include the 
market's response to 
Friday's shopping spree in 
US retail stores. The day 
after the Thanksgiving 
holiday is one of the busiest 
shopping days in the run-up 
to Christmas, and many 
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retailers were reporting a 
good turnout of shoppers. 

Important economic data 1 
due this week include the ■ 
National Association of 
Purchasing Management’s 
manufacturing activity 
index for November, due out 
tomorrow, and the 
November employment 
report, due on Friday. 
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LONDO N 

By Stem Thompson 

Investors to London’s equity 

market will be hoping for 
more of the bid action that 
transformed a stock market 
looking increasingly as If it 
had run oat of steam for 
much of last week. 

In the event the FTSE 100 
Index finished well up on the 
week. This was despite the 
shock news on Friday of the 
resignation of Martin Taylor, 

chief executive of Barclays 
Bank, and the profits, 
warning that accompanied 
that news. 

The bi d news encompassed 
the Internationa] oH sector, 
with reports of the merger 
talks between Exxon and 
Mobil, the discussions - 
[ between Deutsche Bank and 
Bankers Trust, and the - 
proposed merger between 
Siebe and BTR, two UK 
engineering groups. 

Economic news Is 
relatively thin on the ground 
but win have particular . 
infin«»nr«» on high, street 
retailers, with the 

Confederation of British 
Industry publishing its 
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survey of Distributive 
Trades on Thursday. 

It is also a pretty busy 
week for company news with 
no fewer than six FTSE 200 
constituents reporting. They 
are Imperial Tobacco, 

Carlton Communications, 
Bass, GEC. Great Universal 
Stores and Royal Bank of 
Scotland. 


FRANKFURT 

By Tony Barter 

Lower US interest rates and 
a stronger dollar are pushing 
up German stocks and 
raising hope that Frankfurt’s 
Dax irate* will finish - the 
year on a strong note. 

Tbs Dax closed last Friday 
at 5459, up L8 per cent on 
the week, hut trading 
volumes are thin as many 
companies have already 
dosed their books for 1996. 

Mergers and takeovers will 
be on the market’s mind this 
week. Zifa sciences group 
I Hoechst is expected to 
confirm its merger with 
France’s Rhdne-Poulenc 
tomorrow, one day after 
Deutsche Bank announces 
the terms of its acquisition 
of Bankers Trust of the US. 

Shares In Dresdner Bank, 
Germany's third biggest 
bank, soared last Friday 
amid talk that it was about 

to gmiilat w Tto ntfiche Ttenk 

and announce a takeover of 
a big foreign financial 
institution. 

Investors will also watch 
tomorrow’s meeting of the 
European Central Bank 
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council. The ECB Is expected 
In December to announce a 
euro Interest rate of 3.3 per 
cent for the new year. 

However, investment bank 
Goldman Sachs says Emu 
central banks could align 
their emergency lending 
rates at the lower end of the 
present range, which stands 
at 4 per cent 


TOKYO 1 

By Alexandra Harney 

The optimism that drove 
shares in Tokyo to their 
highest levels in months last 
week Is not likely to last 
Even by the end of the week, 
the equity market had begun 
to fan, as companies 
continued to unwind 
cross-shareholdings and 
scepticism about a proposed 
Y4,000bn Income tax cut 
weighed on the market 

The Nikkei 225 average 
lost 0.91 per cent or 138.38 
points, to close at 15,069.39 
on Friday - nearly 300 
points above Its close a week 
before. Analysts expect the 
Index to hover around 15,000 
until current inventory 
reductions spur production 
and improve profitability 
prospects for Japan's 
manufacturers. 

The bond market will 
continue to be haunted by 
concerns about fiscal policy 
and the impact on the 
economy. The yield on the 
benchmark 203 government 
bond jumped to LOS per cent, 
its highest since September, 
last week, and ended the 
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week up at 1.075 per cent 
Data released on Monday 
are likely to show a 13 par 
cent decline in new housing 
starts In October. Figures on 
real consumption are 
expected to fall about 2 per 
cent, and third-quarter GDP 
growth is expected to be 
about 2.6 per cent, according 
to Merrill Lynch estimates. 
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Consumer trends will be 
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The services sector is in the 
spotlight, as retailers and 
pub groups report figures 
that may reveal w eakening 
UK consumer confidence. 

TODAY 

• Allders, the department 
store group, said in August 
it was unlikely to meet profit 
forecasts, so analysts have 
pencilled in a 12 per cent fall 
in underlying pretax profits, 
from £21 -5m to £l9m. ($32m). 

• A full year contribution 
from the Rizla acquisition is 
likely to be a driving factor 
in Imperial Tobacco's full- 
year figures. International 
Operations are likely to have 
advanced, helped by higher 
volumes in duty-free sales. 

There may he more disclo- 
sure than previously of its , 
profits from the hand rolling 
tobacco business. A pretax 
advance from £307m to 
£318m-£330m is expected. 


casting service that started 
on November 15. 

The launch costs of On 
Digital will probably have 
acted as a drag on results, so 
while operating profits are 
expected to rise by 1 per 
cent, the underlying pre-tax 
figure is expected to be 
£290m-£305in, compared with 
£32Qm last year. 

• The recent gloomy state- 
ment from Northern Foods 
has highlighted tough times 
in the food industry. 

Accordingly, when Hazle- 
wood Foods reports inter- 
ims, any sign of a strong 
advance would he a surprise. 
BT Alex Brown expects an 
underlying advance of 3 per 
cent to £20 Jm. 

WEDNESDAY 

• Interim figures from 
regional brewer Greene King 
are expected by company 
broker BT Alex Brown to 
show an underlying advance 
of 8 per cent to £20.6m. 
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Lord Wottson of Suradngdale, c hair man of GUS 


have fallen from £11.80 
readied in April to just a 
recent 612p. Merrill Lynch 
forecasts a pre-tax £637m for 
the year to September 
(£714m). 

• The scale of corporate 
restructuring at GEC in the 
past 12 months has made 
forecasting the interim 
results difficult, although 
the trend has been for oper- 
ating margins to rise while 
sales have fallen. Analysts* 
forecasts range from £430m 
to £480m (£442m). 

• Interim figures from 
Great Universal Stores are 
expected to show a decline of 
some 24 per cent because the 
first half includes the costs 


of recent acquisitions, Argos 
and Metromail, which have 
profits heavily weighted to 
the second half. Analysts’ 
forecasts range from £175m- 
£21 Om pretax (£252m). 

• Royal Bank of Scotland's 
margins In the UK mortgage 
market should have held up 
as it scaled bade lending. A 
pre-tax advance from £760m 
to £880m-£97Qm is expected. 

FRIDAY 

• The findings of the strate- 
gic review at regional 
brewer Moorland could, over- 
shadow finals. An underly- 
ing advance of about 12 per 
cent to £i8m is expected. 

















26 


FINANCIAL TIMES 


MONDAY NOVEMBER 30 1998 


CURRENCIES & MONEY 


Focus turns to euro 


By Aian Bsattte 

Attention will turn towards 
the prospects for the future 
strength of the euro this 
week as European central 
bankers meet to discuss the 
final run-in to the launch of 
the new currency. 

The European Central 
Bank (EC-B) council meets 
on Tuesday and is expected 
to finalise plans far the 
remaining; interest rate con- 
vergence among EMU partic- 
ipants. 

Italy. Spain. Portugal and 
Ireland all have downward 
adjustments of up to 50 basis 
points to make to their key 
fntervention rates to con- 
verge on the core European 
level of 3.3 per cent. And 
these changes arc likely to 
come close together, proba- 
bly soon after Tuesday's 
meeting. 

The ECB council is also 
likely to discuss the starting 
interest rate for the euro, to 
be implemented in the flrst 
round of money market 
operations on January’ 5. 

Signs of weak domestic 


growth and low inflation 
among euro participants 
could lead to a lower 
starting interest rate for the 
euro zone, perhaps around 3 
per cent 

The yen could suffer from 
the parlous state of the Japa- 
nese economy, which should 
be further revealed on Fri- 
day when data on third 
quarter gross domestic prod- 
uct are released. 

All elements of private 
domestic demand are expec- 
ted to fall, with only a rise in 
public investment ta ki ng up 
any slack. But spending on 
public works announced In 
the Fiscal stimulus package 
earlier in the year only 
began to take effect in Sep- 
tember, the last month of 
the quarter, so its positive 
influence is likely to be 
muted. 

However, the yen has 
managed to hold up recently 
despite the continuing 
stream of bad news, benefit- 
ing from a series of technical 
factors which have come to 

the fore in thin end-of-year 
markets. 


I POUND SPOT FORWARD AGAINST THE POUND 
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Allied Irish Banks pic 

Undated Floating Rate Notes 
Subordinated as to payment of principal 
and interest 


DRESDNER RCM SELECT FUND 

Sorietc dTnvcstbtcmcnr i Capital Variable 
Regjsicred Office; 50. avenue JJF. Kennedy. 1-295 1 Loxanbomy 
R.C. Luxembourg B 28.138 

NOTICE 

ThetkJO/imal 50% of the Shsres issued not having been met at ifie Irst 
uctraordrury General Meeting of 9 November 1993. Shaetafdas of 
l>es<iwr RCM Select Fund line ‘Com{wnyT »e tandy invited to agenda 
Second E'traaKkury General Meeting of Shareholders, to be held m 
Luxembourg at die rocpsiered office of the Company on 16 December 
1998 at 1133 am. vwtn (he following agenda' 


Interest Rate 

5.4375% per annum 

Interest Period 

30th November 1998 

28th May 1999 

Interest Amount per 

U.S. $10,000 Note due 
2Bth May 1999 

U.S. $270.36 


Credit Suisse Rrst Boston (Europe) Ltd. 

Ager* 


U.S. $250,000,000 



BankBoston. 

Subordinated 

Floating Rate Notes Due 2001 

Issued 10th February 1986 


Interest Rate 
Interest Period 

Interest Amount per 
U.S. $50,000 Note due 
26th February 1999 


5.4375% per annum 
30th November 1998 
26th February 1999 

U.S. $664.58 


Credit Suisse Rrst Boston (Europe) Ltd. 

Agent 


Kleinwort Benson 
Group pic 

pmaeilr Khl m i rt ItK i lo wirtb TO) 

as.sioaooQ.ooo 

Primary Capital 

UndctedFkMtfng Rate Notts 

US.S1AQWMXW 

Primary Capital 
Undsted Floating Rita Note 
(SariasTWo) 

For the interest Pwwd tewemtw 
30, 1968 to May 28. W9 a» 
tfw above nows *w» carry a 
Rue Of Wares* of 5.5’+ par 
annum wiffi a coupon amOurH ei 


ROYAL BANK 
OF CANADA 


Dividend No. 446 

NOTICE IS HEREBY GIVEN 
THATadMdBndot46oems 
per shara upon the paid-up 
Common Shares of Ws Bank ' 

has been deefared payable for 

Bw cuirent quarter on and 
after February 24, 1099 to 
shareholders ot record ai 
dose ol business on 
January 25, 1999. 

By Order of ihe Board 

Jane E. Lawson 

Senfcr I to -fleadwifi Saagtey 

November 20. 1998 


Tochroge and complete rhe Aiticb?s of Incotporanon of the Company 
la introduce therein the Rexpbflrty to. wnhm a given class of Shares 
corresponds to a Fund, oeate upon decision ol the Board several 
categories at Shares whose assets shall be- commonly invested 
pursuant (o the speofic investment pebey of the Fund concerned but 
where the several categories oJ Shares ol class and Fund shall be 
dtsoncKJishcd by a specific feature applied to each such category of 
Shares and to amend amdes 5. 6 9. 10.11. 1* 21. 22. 23. 24. 26. 27 
arxi 28 accordingly 

Shareholders are advised that the Extraordnary General Meeting requires 
ruqiwumol presence and dial cfeosicns shal be earned and approval ty 
2/3 of the Shares present and'or repiesonted at the meeting 

Shareholders may vote by proxy, which should be mated to the Company's 
Transfer Agem Banque Generate du Lu vembouro SA at 50. avenue J.F. 
Mjnrwdy. L -295I Luxembourg no ai to no later ihan 9 December 1938 

kWders or bearer Shares must depose thew Shanes and related cem [wares 
(il any! at Banque Guasrate du Luxembourg SA by latest 5 business days 
r*K» to the meeting 

Ihe daft tc »1 of the proposed amendments of the Amdes ot Incorporation 
is avtUabie lot msfwcnon at the regelated office of the Company and a 
copy thereof may be chtaned teeniest 

The Board of Directors 


U.S. $100,000,000 

Robert Fleming Netherlands B.V. 

Primary Capital Undated 
Guaranteed Floating Rate Notes 

guaranteed by 

Robert Fleming Holdings Limited 

Interest Rate 5.875% per annum 

Interest Period 30th November 1998 

28 th May 1999 

Interest Amount due 
28th May 1999 

per U.S. 510,000 Note U.S.S 292.12 
per U.S. $60,000 Note U.S. $1 ,480.60 

Credit Suisse First Boston (Europe) Ltd. 

Agent 


Appointments 

Advertising 


appears in the UK edition every 
Wednesday & Thursday and in the 
International edition every Friday. 
For information on advertising 
in this section please call 
Chris Ibbiston 
on 0171 873 3351 


Financial Times 
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EQUITIES 


CURRENCIES & MONEY 


Focus moves back to rate cuts 



BJROPEAN OVERVIEW 
By Arkady Ostrovsky 

The markets are likely to 
focus this week on the possi- 
bility of interest rate cats in 
Europe, on US economic 
data and on corporate con- 
solidation in the wake of last 
week’s wave of mergers. 

The Bundesbank win hold 
its regular council meeting 
this week, but economists 
believe the European Cen- 
tral Bank could also provide 
hints of future interest rate 
policy at its round] meeting 
on Tuesday. 

Last week the German 
bund was propped up by the 


expectation of an early inter- 
est rate cut and economists 
said the weakening eco- 
nomic conditions across 
Europe justified talk of a 
rate cut 

The German economic 
data to be released this week 
is expected to show falling 
export demand in the third 
quarter, but growth on the 
domestic front. Third- 
quarter gross domestic prod- 
uct is expected to rise by 0.5- 
0.75 per cent boro the second 
quarter and 2.4-JL6 year on 
year, economists sa id. 

US data on payrolls a nd a 
report from purchasing man- 
agers will indicate whether 
the latest equity rally in 


Wall Street has been fuelled 
by corporate consolidation 
or by real growth in the US 
economy, if it is the latter, 
analysts say, the bond mar- 
kets will suffer. 

On the corporate side, 
investors win be looking out 
for more mergers and acqui- 
sitions after the merger 
between Slebe and BTR in 
the UK and talks between 
Exxon and Mobil in the US. 

Last week ended wKh the 
FTSE Eurotop 300 trans- 
national index moving up 
1L49 to close at 1180.U. The 
FTSE Eurotop 100 index 
gained 29.46 on Friday. 
Among the risers were 
household goods and tex- 


tiles, which gained 2.68 per 
cent, and automobiles, up 
2:23 per cent Failing sectors 
included building matariaic 
and Investment companies, 
which fell L5I per cent and 
1.45 per cent respectively. 

Research by the pan-Euro- 
pean strategy team at BT 
Alex Brown said European 
markets were unlikely to re- 
enter a sustained bull phase 
until the ECB cut rates. 

It said recent economic 
data painted a mixed picture 
for continental Europe. GDP 
growth expectations have 
been cut in recent months, 
with the consensus looking 
for around 2.2 per cent 
growth next year. 
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EUROZONE CORPORATE BONDS 
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At Credit Suisse First Boston, we look at both sides of the coin. The introduction of the 
euro will effect a momentous change, not only in Europe but across all financial 
markets. Credit Suisse First Boston is unique among the world's leading investment 
banks in its combination of global reach and resources with European "home market" 
presence and capabilities. Change means opportunity. 


CREDIT FIRST 
SUISSE BOSTON 
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Highs & Lows shown on a 52 week basis 
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FT GUIDE TO THE WEEK 


MONDAY 30 


Baltic exchange 

Norway hosts the first meeting of the 
Baltic Region Energy Co-operation 
Conference today and Tuesday. Energy 
ministers from 11 countries, including 
the three Baltic countries - Lithuania, 
Latvia and Estonia - the five Nordics - 
Norway, Sweden, Denmark, Finland 
and Iceland - and Poland, Russia, and 
Germany will convene in Stavanger. 

The goal of the meeting is to 
strengthen co-operation in the energy 
field, particularly over renewable 
resources and more efficient energy 
production, distribution and use. 

Austria, the US. and the International 
Energy Agency have bean invited as 
observers. 

Dry subject 

Ministers and officials from more than 
100 countries meet in Dakar, Senegal, 
for the second conference of the 
parties to the United Nations 

convention to combat desertification. 

The agenda for the two-week meeting 
includes establishment of a global 

mechanism for channelling financial 

help to affected countries, an 
assessment of the role of Indigenous 
knowledge, and the adoption of a 
headquarters agreement with Bonn, 
where the secretariat will be sited. 
Desertification affects one-sixth of the 
world's papulation and one-quarts' of 
the world's total land area. 

Transport talks 

European Union transport ministers will 
attempt to reach agreement on a 
directive that would establish for the 
first time in European law the principle 
that toils on lorries can be varied 
depending on environmental damage. 
The proposed agreement is for the 
so-called Eurovignette network of 



YOURVomS 

Quebec votes today to elect a new provinc ia l government, with the separatist Parti Qu6Mcois favourite to remain in power and continue pushing for sovereignty 



motorways and main arteries in 
Sweden, Denmark, Belgium, Germany, 
the Netherlands and Luxembourg, but 
could be used as a modal for other 
road systems. A deal would dear the 
way for a separate trade agreement 
with Switzerland incorporating plans for 
an environmentally-based charging 
system on lorries passing through the 
Swiss Alps. 

Divided prospect 

Quebec voters go to the poKs today to 
elect a new provincial government 
While Liberal leader Jean Charest was 
expected to mount a strong challenge, 
the Parti Queb£co<s government of 
Luden Bouchard, which favours 
Quebec's separation from Canada, 
appears poised for re-election. 

Analysts say a landslide victory for the 
PQ could lead to another referendum 
shortly on Quebec sovereignty. 


Mideast aid appeal 

An international conference is held in 
Washington to seek new financial 
assistance to support the 
Israeli- Palestinian peace agreement 
The US has invited around 50 nations 
and multilateral organisations to attend 
the donors' conference in a bid to 
co-ordinate aid for the region following 
the recent signing of the Wye River 
Agreement 

Holocaust assets 

The US State Department and the US 
Holocaust Memorial Museum host a 
two-day Washington conference that 
will explore the issue of Nazi-looted 
assets. Including art and insurance. 

FT Surveys 

World's Most Respected Companies; 
Denmark. 

Holidays 

Yugoslavia. Philippines. 


TUESDAY 1 


Taxing questions 

European Union economics and 
finance ministers will tackle several 
vexed issues in their final meeting 
ahead of next week’s EU summit in 
Vienna. German wishes for minimum 


taxation of companies in the EU will 
meet resistance from Britain and the 
European Commission. The “eoofin" 
meeting will also try to deckle who 
should represent the euro-area in 
international forums such as the Group 
of Seven leading industrial countries 
after the launch of the single currency 
on January 1. In the evening, the 
ecofin ministers meet EU social affairs 
ministers in a so-caHed ‘Jumbo’ 1 
council to consider co-ordinated 
strategies for combating 
unemployment in 1999. 

World Aids Day 

World Aids Day focuses on southern 
Africa, which faces an explosion in the 
HIV/Aids epidemic and human disaster 
on an unprecedented scale. According 
to the UN agency UNAJds, 1.4m 
people wifl have been newly infected in 
1998 by the HIV virus, which causes 
Aids, half of them in South Africa 
alone. The economic costs are being 
felt not only by households but in 
corporate profits as companies 
experience lower productivity, high 
treatment costs, bigger benefit payouts 
and replacement training. 

Centra! Bank meets 

The European Central Bank governing 
and general councils hold regular 
meetings. 

FT Survey 

Supply Chain Logistics. 


Holidays 

Central African Republic, Portugal, 
Romania, Turkmenistan. 


WEDNESDAY 2 


OSCE conference 

Foreign ministers from all 54 members 
of the Organisation for Security and 
Co-operation in Europe meet in Oslo 
for two days to discuss the Kosovo 
verification Issue, the European 
security charter and the role of the 
OSCE in co-operation with other 
organisations, such as Nato and the 
United Nations, and whether it should 
cany out its own peace ke eping 
missions. The meeting, held every 
other year, win also decide on a new 
chairman. Mediterranean partners 
Israel, Egypt Tunisia, Algeria and 
Morocco wiU also attend, as weB as 
non-members South Korea and Japan, 
acting as observers. 

Austrian finale 

Preparations for the summit of 
European Union leaders, the European 
Council meeting In Vienna on 
December 11 and 12, will dominate the 
two-day plenary session of the 
European Parliament in Brussels. The 
summit will mark the formal cflmax of 
Austria's presidency of the union - 
Germany takes over on January 1. The 
parliament will consider the 


applications for EU membership of 
Latvia, Romania, Slovakia, Lithuania 
and Bulgaria before looking at the 
problem of MEPs’ salaries and 
expenses. 

HD’s Asian gloom 

A report released in Hong Kong by the 
International Labour Organisation 
predicts increasing economic and 
social turbulence as a consequence of 
the Asian financial crisis and calls on 
countries in the region to increase 
democracy and social protection. 
Inducting introduction of unemployment 
insurance. Cataloguing the region's 
growing poverty and joblessness, the 
report says the Asian social model 
needs to adapt to the new reality that 
high and sustained growth can no 
longer be taken for granted. 

FT Surveys 

Review of Information Technology; 
Indian Information Technology. 

Holidays 

United Arab Emirates, Kyrgyzstan. 


THURSDAY 3 


WTO report 

The World Trade Organisation 
publishes its annual report in Geneva, 
giving an overview of the world trading 



and tarecastefto worid^ * 
and next. WTO ecoromtos. ... 
month that they ■ *- • 

trade qrowth this year to be less Iran . - ^ . ■ 
Sff tiJTye£s8.5 

terms whfle ne* year cc^sw a__ - -\ 
stowing to 3 cant 

the WTO predicted that the Man etas . ... 
would cause just "a small dent in the,... ^ 
world economy. 

Church assembly 

The Jubilee Assembly of 

Council of Churches opens in Harare. 

FT Surveys 

Automotive industry: Tuijteh Finance 
and Industry; Business in tne 
Community (UK only). 

Holidays 

United Arab Emirates, Sri Lanka. 



FRIDAY 4 


FT Survey 

Ebro Valley. 

Holidays 

Ghana, Iran. 


SATURDAY 5 


Sumo world title 

The two-day tournament of the seventh 
sumo world championships begins in 
the Kokugikan arena In Tokyo. About 
120 athletes from 35 countries will be 





competing in team and individual 
tournaments and Japan will be seeking 
to maintain its record with a seventh 
title in the team competition. 

Holidays 

Iran, Bangladesh. 




SUNDAY 6 




Northern poll 

The Turkish Cypriot state in northern 
Cyprus plans general elections. Cyprus 
has been divided into rival ethnic 
Turkish and Greek Cypriot zones since 
mainland Turkish troops invaded m 
1974 in response to a Greek Cypriot 
coup backed by Athens. 

Holiday 

Malta. 

Compiled by Roger Beale 
Fax 44 171 873 3196 
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ECONOMIC DIARY 


Other economic news 

Tuesday: A key measure of 
US business activity, the 
National Association of 
Purchasing Managers’ Index, 
is expected to hold steady 
for November, underpinned 
by plans for a slight increase 
in car production. Japanese 
gross domestic product is 
expected to show another 
sharp drop of about 3.5 par 
cent for the third quarter. 

The UK purchasing 
managers' index is likely to 
reflect a deterioration in the 
manufacturing sector. 
Thursday; German GDP 
growth should have risen in 
the third quarter by 0.7 per 
cent, according to Deutsche 
Bank Research. Real 
spending by Japanese 
households is thought to 
have fallen 1.4 per cent 
annually in October. In the 
UK. the Confederation of 
British Industry survey of 
distributive trades is likely to 
show weak retail sales in 
November. 

Friday: US non-farm payrolls 
are thought to have risen in 
November by 165,000 from 
October. The unemployment 
rate, meanwhile, is expected 
to hold steady at 4.6 per 
cent October factory gate 
orders should have fallen 
about 1 percent. 


Statistics to be released this week 
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ACROSS 

1 Offer to surrender i6> 

4 Guard ordered to breached 
line (S> 

9 They're dishonest German 
women who take a number 
in (6) 

10 Light shadows on the log 
hearth tS) 

12 Need rest perhaps when 
token ill (81 

13 Procure release of prisoner 
for three months (6) 

15 Want to work with the 
bands, say (41 

16 It costs nothing to try (4.6) 

19 Large air intake (4.6) 

11 Business unlikely to go 
into liquidation? (41 

13 Orders a transfer of credits 
without right (6) 

15 Leader whose utterances in 
office are recorded (8) 

!7 Attacks and captures (81 

5 Proceeds to answer (6) 

S Just a second (6-21 

10 He's best In the long run (6) 


DOWN 

1 Colouring when second 
offence is detailed (7) 

2 Club about to give female 
support (9) 

3 Order tinned hash (6) 

5 Time’s up! Come out! (4) 

6 He paints badly so becomes 
an actor <B1 

7 Biblical character caused 
no end of a minor riot (5) 

8 Angela’s cooked an Italian 
dish (71 

11 Transferred between banks 
(7) 

14 Belong to an eccentric 
painter (7) 

17 The job of a traffic police- 
man is to indicate what 
one should do (5,4) 

18 Basts are developed, but 
not easily perceived (8) 

19 Theatre employee * quali- 
fied in first aid? (71 

21 Itinerant craftsman (7) 

22 Take the stand at a trial (6) 

24 Nine get half ration - yet 

he got revolutionary pun- 
ishment (5) 

28 It’s neckwear, say, for the 

dandy W 



MONDAY PRIZE CROSSWORD 

No.9,852 Set by DANTE 

A prize of a Tombow Lucca fountain pen and rcHerbaH set. worth cias , 
will be awarded for the first corr ect solution opened. Solutions by 
Thursday December 10, marked Monday Crossword 9,852 on the enve- 
lope, to the Financial Times. 1 Southwark Bridge. London SEi 9HL. 
Solution on Monday December 14. Please allow 28 days for delivery of 


Name. 


Solution 9.840 


Winner of Puzzle No .9,840: D. Young, Hove, East Sussex 
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Monument Derivatives Limited 

is CONNECTED 

Samantha Spiers 
LIFFE Equity Options Team 

Monument fe one of the larges? brokers In UFFE 
Baity Options prowting a special# advoory and 
(leafing service in Euopean DertvaDves and 
Undertyng Markets to institutions arw market 
professionals. 

From 30 November the Monument Equity Options 
teem vwi be COC4NECTED and ready to take your 
cate as part of our Euopean Derivatives service. 

Monument Derivatives United ere pleased to give 
their fun support to LIFFE in their new electronic jge. 

For Itother information phone S ama n th a 
on 0171 338Q6Q4. 
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FINANCIAL TIMES SURVEY 



WORLD’S MOST RESPECTED COMPANIES 


MONDAY NOVEMBER 30 1998 


! It pays to be 
big and it pays 
to be American 

In this first worldwide version of the FT’s annual 
survey of corporate reputation Tony Jackson 
♦ analyses the winners - and the losers 


When it comes to business 
reputation, it appears, big is 
beautiful. The world’s two 
largest companies by market 
value, at around $300bn 
apiece, are General Electric 
and Microsoft. Sure enough, 
they turn out also to be the 
world's most respected, 
while their bosses. Jack 
Welch and Bill Gates, top 
the poll of business leaders. 

In this first worldwide ver- 
sion of the FTs annual sur- 
vey of corporate reputation 
- previously restricted to 
Europe - America takes 
most of the prizes. Of the top 
40 companies on the list. 23 
are from the US, 13 from 
Europe and four from Japan. 
The rest of the world does 
^ not figure at all. 

Granted, there are special 
factors at work. Though 
chief executives were polled 
from 53 countries worldwide, 
it seemed logical to weight 
their responses according to 
their importance. The main 
way of doing that was by the 
size of their home economy: 
and since America is the 
world's largest, US votes 
counted for the most. 

That said, there were clear 
differences in the scores of 
the top US companies. GE. 
remarkably, received twice 


the vote of Microsoft, which 
received twice that of Coca- 
Cola, which received twice 
that of IBM. 

It seems that Microsoft's 
strong-arm tactics may have 
dented its reputation among 
its peers - both other Ameri- 
can CEOs and its rivals 
worldwide in the broad elec- 
trical and IT sector. Among 
US CEOs it received one 
sixth the votes of GE, and 
ranked lower than Toyota: 
and in its sector it came 
eighth, behind British Tele- 
com, Emerson Electric and 
Ericsson. 

Toyota’s fifth place in the 
world rankings is remark- 
able. given the battering 
received by corporate Japan 
in recent years. Signifi- 
cantly. support was particu- 
larly strong among US 
senior executives, who 
doubtless recall how much 
Toyota had to teach them 
about lean manufacturing 
back in the 1980s. 

Nor was Toyota the only 
carmaker to score highly in 
the world rankings. The auto 
industry can often seem 
lumbering and old-fashioned, 
with a penchant for overca- 
pacity and making periodic 
losses. But no fewer than 
five car companies figured 


Research for this survey was conducted 
by PricewaterhouseCoopers. 
Analysis by Financial Times writers. 



among the top 13 besides 
Toyota: in order, Daimler- 
Benz. Ford. General Motors. 
BMW and Honda. 

Daimler-Benz’s position is 
perhaps not unexpected. The 
field work for the survey 
was conducted in the 
autumn, and in May Daimler 
galvanised the auto world by 
merging with - or, more 
realistically, taking over - 
Chrysler. Among European 
CEOs. Daimler took top posi- 
tion of any company. 

And what of ABB? In the 
previous four years of the 
survey, which covered only 
Europe, ABB came top. Now 
it ranks seventh in the 
world, one place behind 
Daimler-Benz. In tbe specifi- 
cally European rankings, 
astonishingly, it does not fig- 
ure in the top 10. 

Changes in survey meth- 
odology make comparisons 
with former years difficult. 
But this time, almost all 
ABB's support came from 
Asia. Little came from 
within its own sector of engi- 
neering. where it ranked 
equal sixth with Bosch of 
Germany and Valeo of 
France and Crown Cork & 
Seal of the US. 

Since last year's survey 
Percy Barnevik, ABB's for- 
mer and highly respected 
boss, has moved on to run 
Investor, the top company of 
the Wallenberg empire. 
Investor, as a holding com- 
pany, does not figure in the 
rankings. But Mr Barnevik 
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does, coming sixth in tbe 
world listing of most 
respected leaders - 10 places 
ahead of his successor at 
ABB. Goran Lindahl. 

Which other sectors were 
heavily represented among 
the world's top 40? One is 
unsurprising: the group cov- 
ering electricals, IT and tele- 
communications. Of the 10 
from this sector, we already 
know about GE. Microsoft 
and IBM. Other high rankers 
include the US giants Intel 
and Hewlett-Packard, and 
Dell Computer. 

The picture given by CEOs 
within the sector itself is 
rather different GE and IBM 
come first and second in the 
sector rankings, followed by 
Hewlett-Packard and Mat- 


sushita of Japan. Intel comes 
nowhere: which, given its 
grip on the personal com- 
puter industry, is quite as 
striking as the humble sec- 
tor ranking of Microsoft. 

Equally surprising, per- 
haps. tbe only phone com- 
pany in the sector top 10 is 
British Telecommunications. 
After its failure last year to 
take over MCI of the US. BT 
is seen by some as being in 
strategic disarray. Indeed, it 
does not figure in the world- 
wide top 40 - though to be 
fair, no other telephone com- 
pany does either. 

The other sector to figure 
prominently in the world 
rankings is consumer goods 
manufacturing, with eight in 
the top 40. All the big names 


World's top companies 
(bass-, all respondents; top 40 nomma&ORS) 
Rank Company 

Country 

Sector 

1 

GenantBeciric 

US 

BacJrtaWT/Tetaaws 

2 

Mention 

US 

Sectricri/TT/TeloconiG 

3 

Coca-Cola 

US 

Food/BevBrages'Consumer Goods 

4 

BM 

US 

EtectncaWlTTeleanra 

S 

Toyota 

Japan 

Engineering 

6 

Daiiafciwflt 

Sammy 

Engineering 

7= 

ABB 

SHttzBriand/SMeaen 

Engineering 

7= 

IlnH 

SwftzBrtand 

Foadfieverages/Consumer Goods 

fc* 

Ford 

US 

Engkieering 

9= 

Intel 

US 

BectricaWT/TeJecoms 

11 

General Motors 

US 

Engmeermg 

12 

RqdDDkUSM 

IMherttmdsAJK 

EnagWChenUcata 

13 

BMW 

Germany 

l Engineering 

14= 

nweB-ncnfo 

US 

SectricaWT/Tetecoms 

14= 

— - - - a Parahla 

rTaCQa & baffluti 

US 

FMIBevemgariConaimr floods 

16 

Phttp Morris 

US 

Food/Bawrage&'Coisumer Goods 

17= 

Metro 

FrancaOK 

Engineering 

17= 

Cargo 

US 

FbodlBewrages/Consumer Goods 

17= 

Cotgote-PatanSve 

US 

' FoodfflneragesiGonsunef Goods 

17= 

Jntaaon & Johnson 

US 

HaaKhcarB 

17= 

McfionkPa 

US 

Moria/Letsuie 

17= 

Senfcroaatar 

US 

Healthcare 

17= 

Wal-Mart 

US 

Betas 

74m 

3m 

US 

Food/Beverages/Consumer Goods 

24= 

HoU 

US 

EnergyiCheirtcats 

24= 

Sony 

Japan 

Berincal/rr/Tetacnins 

27- 

Body Shop tafmafloaal 

UK 

Retail 

27= 

Defl 

US 

ElectricaJ/IT/TetacDms 

27a 

Hoads 

Japan 

Engineering 

27= 

Japan Rafiany East 

Japan 

Transport 

27- 

WBey (J)&Soss 

US 

Metka/Letswe 

3 2m 

Benetton 

Hs*y 

Retafl 

32= 

Bti atnrrJn 

AKHDfUIB 

US 

BectncaWT/Tetecoms 

32= 

Swiss Retasnranca 

Switzerland 

Financial 

35= 

Boring 

US 

Engineering 

35= 

Brftefc Airways 

UK 

Transport 

35= 

DuPont 

US 

Enargy/Chemicals 

36= 

Marks and Spencer 

UK 

fetal 

35= 

Nokia 

Rntand 

BBCWcaWT/Tetacoms 

35= 

UnDaver 

MMmMJK 

Food/Beverages/Consumer Goods 


are there: Coca-Cola at no 3 
and Nestle at number seven, 
followed at some distance by 
Procter & Gamble. Philip 
Morris and Colgate Palmo- 
live. Unilever makes ft, but 
at the bottom as joint 35th. 

One company figuring 
higher than that is the US 
grain giant Cargill, at joint 
17th. The interesting point is 
that Cargill Is a private com- 
pany - America's largest, 
with sales of more than 
S50bn. 

After the field work was 
completed. It came to some 
prominence with the pur- 
chase of the global commod- 
ity business of another pri- 
vate company. Continental 
Grain, thus taking a one- 
eighth share of the North 


American grain market In 
general, though, thia family- 
controlled company keeps a 
low profile. All its votes 
came either from US CEOs, 
or from within its sector. 

One sector which figured 
scarcely at all in the world 
rankings was financial ser- 
vices. The only entrant in 
the top 40 was Swiss Rein- 
surance. at joint 32nd. As 
ranked by its peers in the 
sector, however, it came 
only third, behind Citicorp 
and GE Capital. 

Citicorp's standing may 
prove temporary. In April, it 
announced its $155bn merger 
with Travelers Group. More 
recently, it has becomeplain 
that the merger is troubled, 
with one cochainnan saying 


publicly that parts of the 
business were “just not get- 
ting it together." 

Spectacular mergers, 
though, do not necessarily 
guarantee a high ranking. 
BP does not make the world 
rankings at all. while Shell 
comes in 12th. This is 
despite the fact that in early 
August, in good time for the 
survey. BP pulled off the 
world's biggest industrial 
merger with its S30bn pur- 
chase of Amoco. 

It has to be said, in fact, 
that UK companies did not 
make much of a showing. 
Shell and Unilever do not 
quite count, being Auglo- 
Dutcta: nor does Alstom. 

Continued on page 3 
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working on ft And coming up with solutions. like bringing Australia's major banks together to help address the kind of problem that only 
every thousand W- * years. We’re helping our clients work together and prepare for potential problems no one has had to face before. 






rrr- Wtt Tf*** 


We eat. sleep and drink this stuff. 


at work, we’re 
comes afong 


V?«7V. v ";r. ITT: 



rf 







( 


FINANCIAL TIMES MONDAY NOVEMBER 30 1 998 


WORLD’S MOST RESPECTED COMPANIES 2 MAIN LISTING PROFILES 


jjgjgjA L ELECTRIC by Richard Wat ers in New York 

Quality of life at the top 


The US group may have lost its position as the most valuable company but few organisations have created 
so much wealth for their shareholders in so short a period 


see why qualities which were singled approach for which C 
SyjMtnc 13 80 widely out by other chief executives renowned. 

who took part in the survey. The expansion ahroac 
in os group may have One is the consistently high draws admiring gia 
lost its position as the growth rate that GE has helping to make GE 
worlds most valuable com* achieved, both in terms of most widely respected 
E®hy hi recent weeks, giving revenues and earnings. GE pany not just in h 
way to Microsoft (at least, has not just performed well America but in the v 
once the value of options over the long term: each according to the survey 

held by Microsoft employees quarter has become part of 

is taken into account). But an almost boringlv predict- 

few companies have ever able series of double-digit ‘Expansion abn 

created so much wealth for growth. 

their shareholders in so That reflects the compa- helps make GE 
T ' ' ny's constant hunt for areas 

in which to expand, both in 
terms of new activities and 
new regions of the world. 

Financial services have led 
the diversification, account- 
ing for around 40 per cent of 
profits. Without that. GE's 


their shareholders in so 
short a period. 

GE's recent past has been, 
in the words of one chief 
executive who responded to 
the survey, “a history of sus- 
tained growth and share- 
holder value”. The company 
had a market capitalisation 
of less than $20bn when Jack 
Welch took over as chair- 
man in 1931: last month, as 
share prices recovered from 
their early autumn swoon, it 
topped $300bn. “A phenome- 
nal return to shareholders,” 
as another respondent put it 

Behind that performance 
lies a number of trademark 


approach for which GE is 
renowned. 

The expansion abroad also 
draws admiring glances, 
helping to make GE the 
most widely respected com- 
pany not just in North 

America but in the wo rid, 
according to the survey. 


'Expansion abroad 


the most widely 
respected 
company in the 
world’ 


vision" and "uniform system 
of corporate values". 

A GE manager encoun- 
tered in one part of the 
group can act and sound 
much like a manager in 

another. That is hardly sur- 
prising - executives move 
regularly between divisions. 
The track record suggests 
that any weaknesses in 
terms of lack of experience 
are more than made up by 
the application of a common 
style and set of management 
techniques. 

The clarity of the vision 
that lies behind its approach 
also helps to explain the sur- 
prisingly uniform nature of 
different GE businesses. Mr 
Welch has long displayed a 


performance this decade imark for encapsulating his 


would have been far more 
ordinary. Its ability to pull 
off that diversification with- 
out falling into the sort of 
traps that hit many other US 
industrial companies in the 
late 1980s and early 1990s is 
just one sign of the highly 
disciplined investment 


It is the management 
strengths that lie behind this 
sustained performance that 
explain why GE is so often 
held up as a model by other 
companies. Despite the wide 
diversity of its activities, the 
group is praised for its "clear 
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MICROSOFT, IBM AND INTEL by Louise Kehoe in San Francisco 

Juggernauts of the 
high-tech world 

Three high-ranking US companies have played a central role in 
creating today’s information technology industry 


Microsoft, International 
Business Machines and Intel 
- three juggernauts of the 
high-technology world - 
rank, second, fourth and 
ninth, respectively, among 
the world's most respected 
companies. 

Together, often in collabo- 
ration but at times compet- 
ing aggressively, these three 
US companies have played a 
central role in creating 
today's information technol- 
ogy industry. 

Microsoft’s software and 
Intel’s chips are core compo- 
nents of the personal com- 
puters that IBM initially 
launched in the early 1980s. 
radically chang in g the work- 
ing lives of millions of 
people. 

All three dominate their 
core markets and all three 
have global operations. Yet 
the most notable characteris- 
tic that these companies 
have in common is their 
demonstrated ability to 
adapt rapidly to shifting 
market and technology 
trends. 

Microsoft changed course 
when it recognised the sig- 
nificance of the internet. 
Over the past year, Intel has 
restructured its business to 
address an increasingly seg- 
mented market for micropro- 
cessor chips used in different 
types of computers. 

IBM, which has undergone 
far more drastic change, has 
rejuvenated itself by rein- 
venting the mainframe com- 
puter, using the latest semi- 
conductor technology, to 
make it cost-competitive 
with alternative "distrib- 
uted" computing systems. 
As well as keeping pace with 
change, Microsoft. Intel and 
IBM are now expanding into 
new markets. 

Microsoft is moving 
beyond the desktop into 
“enterprise computing" with 
software for powerful com- 
puter systems and networks. 
IBM is building a fig 

services business, while Intel 
is developing ever more pow- 
erful microprocessor chips 
for use in large-scale com- 
puters as well as in high-vol- 
ume office, consumer and 
mobile PCs. In size, each is 
the world's largest company 
in its segment of the infor- 
mation technology industry. 

Yet Microsoft’s high rank- 
ing; in particular, may 001110 
as a surprise to some. ^ ar 
from commanding respect, 
the software industry leader 
is facing charges, filed by 
the US Justice Department 
and the attorneys- general of 


20 US states, that it has used 
anti-competitive business 
practices to maintain its 
monopoly in the market for 
personal computer operating 
systems software. 

Microsoft is a company 
that people either admire 
greatly or despise. 

It is notable that Microsoft 
received greater support out- 
side the US. where it has few 
direct competitors. Latin 
American chief executives 
gave the company more 
votes than top-ranking Gen- 
eral Electric. In Europe, 
Microsoft almost tied with 
GE. Yet in North America. 
Microsoft trailed in fourth 
place behind not only GE 
but also Coca-Cola and 
Toyota. 

However, Microsoft, with 
Bill Gates, its multibillion- 
aire chairman and chief 
executive, is also one of the 
most written about compa- 
nies in the world. It features 
regularly in newspaper head- 
lines and on the covers of 
business magazines. 

Microsoft has “changed 
the way we live and commu- 
nicate with each other." said 
one survey participant. 
“Among an the companies in 
the world it is the most com- 
petitive." commented 
another. 

Mr Gates came second 
only to Jack Welch of GE 
among the most respected 
business leaders. He was 
hailed as a "genius" by sev- 
eral survey participants and 
admired for his “brilliant 
strategic planning”. He is 
“completely unintimidated 
by anything”, said one chief 
executive, in a comment that 
would surely ring true 
among Microsoft's competi- 
tors. 

International Business 
Machines, in fourth place, 
clearly won its votes as a 
"comeback" company. “They 
managed a spectacular turn- 
ing point," said one sup- 
porter. 

Another chief executive 
summed up the situation. He 
or she described IBM as a 
“technology leader that 
proved itself capable of 
responding to dramatic 
changes in the past 10 
years". 

Lou Gerstner. IBM chair- 
man and chief executive, 
gets all the credit. Ranked 
fourth among the most 
respected business leaders, 
he is admired for his “single- 
mindedness" and “customer 
focus". He also wins plaudits 
for his "ability to revive the 
company (by) creating a 


world-wide focused strat- 
egy". 

IBM was ranked even 
more highly by chief execu- 
tives from the its own indus- 
try sector. However, North 
American chief executives 
are not great fans of "Big 
Blue", as the world's largest 
computer company is com- 
monly known. Their votes 
did not even rank IBM 
among the top 10 companies. 

In contrast, Intel was 
ranked higher by Its home 
crowd than in the world- 
wide rankings. The chip- 
maker came joint ninth 
among the world's most 
respected companies, but 
number five in North Amer- 
ica. 

Surprisingly, the most 
advanced semiconductor 
manufacturer in the world 
did not make the top 10 in 
its own industry segment. 
Perhaps, as a components 
supplier, Intel did not get the 
recognition it deserves. Iron- 
ically , the products of most 
of the top 10 companies in 
the industry, as ranked by 
survey participants, benefit 
greatly from Intel's rapid 
technology advances. 

Andy Grove, Intel chair- 
man, was placed fifth among 
world business leaders. Mr 
Grove, who handed over the 
role of chief executive to 
Craig Barrett earlier this 
year, is held in even higher 
esteem within the US tech- 
nology industry. He guided 
Intel from revenues of $2J3bn 
in 1988, to $25bn last year, a 
27 per cent compound 
annual growth rate. 

Known for his direct and 
sometimes abrasive com- 
ments, Mr Grove last year 
upbraided European execu- 
tives for failing to adapt 
more quickly to e-mail 

Yet Mr Grove is also 
widely admired for his dis- 
arming honesty. A refugee 
from Hungary who arrived 
in the US with nothing but 
great ambitions, Mr Grove 
has recently spoken out 
against those who would 
limit immig ration in the US. 

Although survey partici- 
pants did- not rank any of 
these companies number 
one, information technology 
was the only industry to 
have three companies placed 
among the top 10 in the 
world. In North American 
rankings, these three were 
joined by Lucent, the com- 
munications equipment 
spin-off from AT&T, and 
America Online, the leading 
Internet access service, with 
more than 14m subscribers. 


ideas in ways that make 
t heip easily disseminated — 
then driving them home 
with remorseless regularity 
until they become second 
nature to managers. 

One case was his insis- 
tence, early on. that GE busi- 
nesses should be number 
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Rank 

Company 

Country 

1 

General Electric 

US 

2 

KM 

US 

3 

Hewtatt-Packanl 

US 

4 

Matsushita Electric Industrial Japan 

5= 

British TetearamricafioRS UK 

5= 

Bnerson Bactric 

US 

5= 

Efksaon 

Sweden 

8 

Microsoft 

US 

9 

Vodafone 

UK 

10= 

Stamens 

Germany 

10= 

Sony 

Japan 

Energy/Chemfcals 


Rank 

Company 

Coastry 

1 

Royri Duteh/SieB 

Nathertands/UK 

2 

DuPom 

. US 

3 

Rohm & Haas 

US 

4 

Brfflsh Petroleum 

UK 

5 

Enron 

US 

6 

Husky 01 

Canada 

7 

Bayer 

Germany 

8 

SGL Carbon 

Germany 

Engineering 



Raak 

CHapar 

Crumby 

1 

Toyota 

Japan 

2 

Genenri Motors 

US 

J 

Bntas Tool Works 

US 

4= 

Daimler -Barn 

Germany 

4= 

Goodyear 

- US 

6= 

AB8 

Swflzertmd/Sweden 

6= 

Bosch 

Germany 


UtiWit 1/OfX & 500 


6= 

Valeo 

' France 

10 

Ford 

US 

Financial 



Rank 

Company 

CouBtry 

1 

Cffltup 

US 

2 

General Bactric (GE Capttei) US 

3 

Swiss Rotourancs 

Swfizeriattd 

4 

Goldman Sachs 

US 

5= 

Melon Bank 

US 

5= 

JP Morgan 

US 

6= 

Northwestern Mutual Lite US 

8 

Deutsche Bank 

Germany 

9 

Afeiz 

Germany 

10= 

to-UflP 

France 

10= 

Bank ol America 

US 

10= 

Morgan Stanley Dam Witter 


(Know 

us 

Food/Baverages/Coflswner Goods 

Rank 

Ompay 

Country 

1 

Nestle 

Snfczeriand 

2 

COca-Cola 

US 

3 

3ra 

US 

4 

Procter & Gamble 

US 

5 

Whitbread 

UK 

6 

PMfo Monts 

US 

7= 

Cargo 

US 

7= 

KeHogg 

US 

Healthcare 



Raak 

Company 

Caontry 

1= 

Bare IWfcome 

UK 

1= 

Merck 

US 

3 

Pfizer 

US 

Medta/lefeure 



Raak 

(tampani 

Country 

1= 

Bertelsmann 

Germany 

1= 

Omnicom 

US 

3= 

McDonald's 

us 

3= 

News Corporation 

Australa 

5 

Donnelley p R) & Sons US 

6 

Time Warner 

US 

7 

Disney 

US 

Paper and Ptqwr Products 


Rank 

Company 

Coutry 

1= 

Ctanptoo tatamatora) 

US 

1= 

Industrtehokfing Cham (Cham- 


Tenure] 

Switzerland 

3 
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Roland 

Property Afonstrocfioa 
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i 

Satnt-Gohten 
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Zm 

Bechtel 

US 

2= 
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US 

4 

Coming 

US 

5= 

CHMK 

Merico 

5= 

Hotieftank 

Sartartafid 
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Company 
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1 

RoTbtt 

uxntusnflB 

2 

Carpenter Technology 

us 

Retafl 



Raak 

Company 

Cwmky 

1 

Wal-Mart 

US 

2 

Nonttom 

US 

3 

American Stares 

US 

4 

Gao 

US 

5 

Hone Depot 

US 

Transport 
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Company 

Country 

1 

Deutsche Lufthansa 

Germany 

Utilities 


. 


Ddka Energy 
National Power 
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JACK WELCH 


one or number two in their 
respective industries. 
Another is his more recent 
enthusiasm for “boundary- 
less” behaviour, urging man- 
agers not to limit themselves 

by taking too narrow a view 
of their roles. 

Ideas spelled out in a 
chairman’s letter can 
become the driving force 
that motivates managers 
around the world. In the 
mid-1990s, Mr Welch out- 
lined three ways in which 
GE would continue to grow: 
by grafting services on to its 
pgioting manufacturing busi- 
nesses, by raising quality to 
ever higher levels and by 
expanding overseas. It Is 
hard to talk to any GE man- 
ager now and not be regaled 
with discussions of the Six 
Sigma quality drive, or the 
move into services. 

As one respondent to the 
survey put it, GE under Mr 
Welch has proved itself 
“immensely good in formula- 
ting ideas and translating 
them into action'*. 


Man with a huge 
corporate fan club 


An unusual book has just 
appeared in the stores - one 
that dares to take issue with 
the legendary achievements 
of Jack Welch. 

There is, according to its 
author, Thomas O'Boyle, a 
dark side to the man who 
has run General Electric 
since 1981: an uncaring, 
short-term 1st approach to 
business that has wrecked 
thousands of careers and 
destroyed the soul of one of 
the great American corpora- 
tions. 

If Mr O' Boyle seems to be 
in a minority of one, it Is 
hardly surprising. In an era 
when shareholder value is 
held up as the ultimate cor- 
porate good, the chairman 
of GE has created more 
value than any other execu- 
tive of hts generation. That 
long and solid track record 
has made him, according to 
chief executives, the dear 
choice for the title of world's 
mast respected executive. 

It is, in part, the very same 
characteristics identified by 
Mr O'Boyle that help 
account for Mr Welch's huge 
fan dub in the corporate 
world. The tifference is that 
Mr Welch's peers see those 
traits as a force for good, 
rather than for harm. 

He has a ferocious energy 
and relentless approach to 
business, driving his manag- 
ers on to ever-higher 
achievements. Those that 
cannot stay the course are 
spat out by the remorseless 
GE machine, but those that 
remain now comprise the 
most highly regarded cadre 
of executives in America. 

Managers trained in the 
hard-driving Welch school 
have also achieved promi- 
nence elsewhere, taking his 
methods with them. Larry 
Bossidy, a former GE vice- 
chairman and now chairman 
of AfliedSignal, says of his 
former boss: “You cant be 
successful for as long as he 
has beai without some 


unusual qualities." 

Foremost among those 
mentioned by executives 
who responded to the sur- 
vey was Mr Welch’s ability 
to keep breathing new life 
into what according to 
some management thinkers, 
is realty a dinosaur of the 
corporate world: a broad- 
based industrial and service 
conglomerate. 

That success reflects, in 
equal parts, heavy doses of 
vision and energy. 

The vision has kept Mr 
Welch ahead of the game, 
pre-empting problems 
before they arise. Almost as 
soon as he had taken the 
helm, for instance, the new 
GE chairman set about 
slashing the company’s 
costs and bureaucracy, at a 
time when few others 
thought GE needed fixing. 

He also showed good tim- 
ing in disposing of lagging 
businesses or entering new, 
faster growing ones. 
Together, these qualities 
help explain why GE has 
nourished during a period in 
which Westinghouse Elec- 
tric, a company which once 
bore many slmHarities, floun- 
dered. 

Mr Welch's energy, and 
his ability to drive home his 
vis ton of what GE is about, 
also draw strong approval. It 
is, according to one respon- 
dent to the survey, "the abil- 
ity to keep such a targe 
organisation moving” that 
distinguishes Mr Welch. 
Another adds: "He has made 
sure that everyone in the 
company, from top to bot- 
tom, knows what their job is 
and where they fit into the 
core vision of the company.” 

Mr Bossidy goes further, 
pointing to Mr Welch's abil- 
ity to adapt his vision to 
changing circumstances. 

"He renews himself all the 
time. He isn't in the same 
place he was a year ago." 
One example, says Mr Bos- 
■ sidy, fe Hs’former mentor's 


attitude to Asia: he was 
once lukewarm on investing 
In the region, but has now 
reversed that view and has 
been hunting for openings 
created by the recent eco- 
nomic downturn. 

For people who work with 
him, the GE chairman can 
seem intimidating or inspir- 
ing. That no doubt accounts 
for some of the antipathy 
detected by Mr O'Boyie in 
his recent book. At any cost 
Managers who have to pres- 
ent a case in front of the 
boss can sometimes quail 
before his aggressive ques- 
tioning. 

He can also be highly per- 
sonable, however, and com- 
mand huge loyalty. “He can 
be tough and demanding, as 
you have to be in these 



Jack Welch: relentless 
approach to business 

roles - but he is the most 
charming person you will 
meet” says Mr Bossidy. 

It is a remorseless, take- 
no-prisoners personal style 
that helped Mr Welch rise 
through the ranks from a 
working class Massachu- 
setts background to win the 
sort of position once 
reserved for the blue bloods 
of the American business 
elite. 

The end of the Welch 
reign at GE is already com- 
ing Into sight, however. The 
chairman is due to go at the 
end of 2000, after two 
decades at the top. ft will be 
a big hole to fill. 

Richard Waters 


NESTL-E by William Hall In Zurich 


Strength of brands 
is key to success 

The food sector winner has few rivals as a global company. It is 
in fact today more multinational than any of its competitors 


If there is one multinational 
which symbolises Switzer- 
land's long-term success in 
the business world, ft Is Nes- 
tl& the world's biggest con- 
sumer food company. 

It is very International, 
rather secretive and more 
conservative than most 
rivals. It Is not a company 
that dances to the latest cor- 
porate and finan ci a l tunes. 

Until 10 years ago non- 
Swiss were not even allowed 
to own Nestis's registered 
shares, and it did not start 
issuing half yearly profit fig- 
ures until 1989. It is effec- 
tively protected from take- 
over since no shareholder is 
allowed to have more than 3 
per cent of the votes. , 

It persists in retaining 
stakes in non-food busi- 
nesses, such as L'Or&al, the 
world's biggest cosmetics 
company, when many stock 
market analysts believe that 
its shareholders would be 
better served by divestment. 

Its supervisory board Is 
Switzerland's most powerful 
club and appears rather 
Inbred by Anglo-Saxon stan- 
dards of corporate gover- 
nance. Many of its directors 
have served for well over a 
decade and Rainer Gut, the 
chairman of Credit Suisse, 
will be 68 when he takes 
over as Nestld's next chair- 
man in 2000. 

But, although Nestle may 
not always conform to the 
conventional wisdom of 
what makes a great com- 
pany, alniost half of Us 
shares are now owned by 
international Investors and 
its rise up the list of 
Europe's most respected 
companies underlines Its 
success. 

The survey cites factors 
such as consistent market- 
ing and product develop- 
ment, strength of brands and 
aggressive marketing, a 
strong and efficient manage- 
ment style and ability to 
diversify and yet stick to the 
core values of the business. 

Although General Electric 
is the world’s most respected 
company overall, Nestlfi is 
the clear winner among food 
and beverage companies and 
receives almost twice -as 
much support as Coca-Cola 



Helmut Maucher: ninth most respected business leader 


in this sector. 

Nestle stresses long-term 
continuity. It was founded 
more than 100 years ago by 
Henri Nestle, a German, who 
began making baby food In 
Vevey. a small town on Lake 
Geneva. 

Although it is now much 
more multinational than any 
of its competitors - it gener- 
ates just one per cent of its 
sales in Switzerland - it 
remains to Vevey and the 
company symbol, two young 
birds on a nest, is the samp 
as it was in Henri Nestlfi’s 
day. (Nestle means “little 
nest” in German.) 

Unlike some successful 
multinationals, such as 
Coca-Cola, Nestle is not a 
one-product company. Hav- 
ing started in baby food, in 
1938 It Invented Nescafe, the 
first instant coffee, which 
has grown into the world's 
most popular brand with 
more than 3,000 cups drunk 
every second. 

Today, Nestle has more 
than 8,500 brands ranging 
from Perrier mineral water 
and Carnation foods to Kit- 
Kat chocolate bars and 
Mighty Dog pet foods. 

Nestlfi’s most important 
assets are its brands and Its 
local brand managers. 

Chief executive Peter Bra- 
beck, who started as a Fln- 
dus frozen food salesman 30 
yeans ago, regards his com- 
pany’s brands as “creatures 
with a soul". 

His 'local brand managers 
have considerable autonomy 
and by decentralising man- 
agement Nestle keeps close 


to its billions of consumers. 

Brands need to be "nursed 
rather than managed” and 
this cannot be done by the 
Vevey head office, says Mr 
Brabeck. 

When it comes to global 
companies Nestle has few 
rivals. It opened Its first 
office in London in 1888 and 
began manufacturing in the 
Philippines in 1926 and 
Japan in 1933. Today it runs 
around 500 factories in 76 
countries and employs 
226,000 staff! 

It is already the third big- 
gest food company in C hina 
and India and has been 
using the recent crisis In 
Asia to strengthen its posi- 
tion in markets, such as the 
Philippines, where It is 
already number one. 

Nevertheless, it has 
changed considerably under 
Helmut Maucher, 70, who 
took over as chief executive 
in 1981 and remains chair- 
man. He has reduced depen- 
dence on Nescafe divested 
lame ducks and spent 
SFr33bn on acquisitions. 

He also defused the long- 
running row over Nestles 
aggressive marketing of 
baby food to third world 
countries which was seri- 
ously damaging the compa- 
ny’s reputation. 

Mr Maucher. who will step 
down in two years time, is 
not the most charismatic of 
chairmen. But he has oypr- 
seen a rejuvenation of Nes- 
tlfi's fortunes by playing to 
its long-term strengths as 
one of the world's great 
brand managers. 
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Europe's Most Respected Companies 


Rank 

Company 

Country 

Sector 

1 

Daimler-Benz 

Germany 

Eflgtneerkq 

2 

Nesttt 

Switzerland 

FraWamges 

3 

Royal Dutch/Shefl 

UBNettatands 

Ensrgy/Chemfcals - 

4 

British Petroleum 

UK 

Energy/Chemicals 

5= 

BMW 

Germany 

Engtoeertag 

S= 

Uoytto TS8 

UK 

Ftnaneral 

7 

Deutsche Bank 

Germany 

ftancU 

8= 

L’Oreel 

France ■ 

Hedthcare 

8= 

SAP 

Gannoiy 

SechteaMT/Tetecoms 

10 

Note 

Finland 

Beetraal/nTTetecoms 

ALSTOM by Peter Marsh 




Language 
poser resolved 


The Anglo-French group’s international culture has propelled it 
into the top 20 


It took Alstom, the 
Anglo-French electrical engi- 
neering group formed nine 
years ago but floated as an 
Independent entity this sum- 
mer, just six months to end 
its experiment in “language 
sharing". 

That was the time the 
company spent in its ulti- 
mately unsuccessful effort to 
maintain both French and 
English as its official work- 
ing languages. Before the Do- 
tation Alstom was owned 
ijintly by GEC of Britain 
fed Alcatel of France and 
nfown as GEC-Alsthom. 

The company is ranked 
joint seventeenth in the list 
of the world’s most respected 
companies. 10 places behind 
their power generation rivals 
ABB. the winner in previous 
years of the Price Water- 


house/FT survey of Europe's 
most respected companies. 

Back in 1989 it quickly 
became evident that the 
complexities of putting all 
company literature in both 
languages, without giving 
the impression of favouring 
one or the other, easily out- 
weighed any benefits from 
the approach. 

Since those early days the 
company has standardised 
on English as its main work- 
ing language, even though 
its headquarters are in Paris 
and 38 per cent of its 110,000 
employees are in France as 
opposed to just 17 per cent in 
Britain. 

Pierre Bilger, chief execu- 
tive of the company since 
1991 who stepped up to 


become chairman as well 
three years ago. admits that 
the move stoked some griev- 
ances on the French-speak- 
ing side of the company, 
which is one of the world’s 
biggest suppliers of equip- 
ment such as generator 
sets, transmission and 
distribution systems and 
tr ains . 

With sales last year of 
Ecul4.lbn ($16.4bn) It also 
makes cruise ships, signal- 
ling systems and industrial 
drives. 

The high ranking com- 
pany has achieved is no 
doubt due at least in part to 
its strength in these areas, 
including its TGV high-speed 
train, export orders for 
which have been won in 
North America and Asia. 
The company has also made 


a success of transforming 
itself Into a European and 
international company. 

Since the start of the com- 
pany, in which GEC and 
Alcatel continue to hold 
stakes of 24 per cent with 
the rest traded publicly in 
Paris, London and New 
Y ork, the French and 
English nature of its culture 
has been interspersed by 
the characteristics of a 
large number of otber 
nations. 

Last year the company 
gained 59 per cent of its 
sales in Europe. 19 per cent 
in Asia. 8 per cent in South 
and Central America and 7 
per cent in the US. 

Of its top 300 managers. 
130 are French. 80 British 


and 40 German while the 
re maini ng 50 come from 
about 10 other countries. 

At the most senior operat- 
ing level of the company, 
seven of the 11-strong execu- 
tive board are French with 
the rest British. 

Nick Salmon, a former 
GEC man who is head of 
Alstom's power generating 
division, says that in the 
early days there were some 
“sensitivities" about which 
nationalities were most 
prominent in the higher ech- 
elons of the company. 

“But we have outgrown 
this. Now it is the best per- 
son for the job.” he adds. 

The company's 26 individ- 
ual businesses, grouped 
within six broad commercial 
divisions, are organised on a 
global basis, though with 60 
or so individual “country 
managers" stewarding 
operations in specific parts 
of the world. 

Ideas are transferred 
between different parts of 
Alstom through a series of 
“horizontal" working 
groups, one of the most 
important of which concerns 
research and development, 
which accounts for 4 per 
cent of the company's sales. 

Each commercial division 
has a chief technologist who 
is expected both to look out 
Tor new scientific and techni- 
cal ideas that could prpve 
useful in his own business as 
well as encouraging the flow 
of innovations from his own 
unit to others. : 

An example could be-in 
high-power semiconductors. 
In which new forms of 
microchips can be used to 
control the operation of 
equipment such as rail pro- 
pulsion systems or turbines, 
which as a result have appli- 
cations across virtually the 
whole spectrum of Alstom's 
activities. 

Another area in which the 
company is trying to benefit 
through spreading expertise 
from one part of the busi- 
ness to others is in purchas- 
ing components and ser- 
vices. 

With such supplies 
accounting for 60 per cent of 
Alstom's turnover, the com- 
pany can see huge potential 
to cut costs through joint 
purchasing operations. 



Pierre Bilger heeds a diverse top team 


North America’s Most Respected Companies 


Rank 

Company 


Com&y 

Sector 

1 

General Bectne 


us 

Bectrtcaun/TefeamB 

2= 

Coca-Cola 


us 


2= 

Wat- Mart 


US 

Retail 

4 

Microsoft 


US 

Bactrical/TT /Telecoms 

5 

Intel 


us 

BedricaWT/Tetecoma 

6= 

America Online 


US 

BeartatfT/Tefccana 

6= 

Bank of America 


US 

Rrendai 

6= 

Colgote-Patmolve 


US 

Consumer Goods 

6= 

ConAgra 


US 

Food/Bevwages 

6 = 

Dayton Hudson 


US 

Reran 

&= 

Disney 


US 

Medra/Letara 

6= 

Ford 


US 

Engiiestog 

6- 

Johnson & Johnson 


US 

Heattnre 

6= 

Lucent 


US 

Bectrte/H/TefaaaiB 

6= 

Merck 


US 

Heamcare 

6= 

Servfcemaster 


US 

Heattcoa 

It 

pays 

to 

be American 



McDonald's came equal 17th worldwide tnw 


Continued from page 1 


whose origins are 
Anglo-French. Only three 
pure UK companies make 
the top 40: Body Shop. Brit- 
ish Airways and Marks and 
Spencer. 

.All come towards the bot- 
tom. and none were rated 
highly by their sector com- 
petitors. All the most highly 
rated retailers, from Wal- 
Mart down, were American. 
Neither Body Shop nor 
Marks and Spencer figured 
at all. The only airline to be 
applauded by its peers was 
Deutsche Lufthansa. 

Most other European coun- 
tries, it has to be said. Fared 
won*; again. Germany had 
two companies in the world 
top -lu - Daimler-Benz and 
BMW - while France had 
none i again, counting 
Alstom as a hybrid.) Italy 
and Finland had one apiece, 
with Benetton and Nokia 


respectively. 

Some famous American 
names, interestingly, did not 
do as well as all that. 
McDonald's, for Instance, 
with its embarrassing and 
ill-judged libel trial behind 
it. came equal 17th world- 
wide. Boeing, despite its 


dominant position in its 
market, came joint 35th. 

Overall, though, the mes- 
sage is clear. In reputational 
terms, it pays to be big, and 
it pays to be American. Put 
the two together, like Gen- 
eral Electric, and you are on 
top of the world. 


TOYOTA by Paul Abrahams in Tokyo 

Excellent handling 
on uneven surface 

Japan's motor giant is the most widely respected company 
outside the US and the highest placed carmaker 



While almost every Japanese 
automotive group has made 
heavy weather of the Asian 
economic downturn and the 
worst domestic recession 
since the postwar recovery. 
Toyota's handling of the cri- 
sis has been exemplary. 

Its stock market perfor- 
mance has been top of its 
class, in the past two years 
more t han 70 per cent higher 
than the Tokyo market. 
There is little wonder why 
the automotive group. 
Japan's biggest and the 
world's third largest, is so 
respected. It was ranked the 
fifth most respected com- 
pany in the world, and. 
rather surprisingly for a Jap- 
anese company, was very 
heavily supported by North 
American chief executives. It 
was voted the world’s most 
respected engineering com- 
pany and Asia-Pacific's most 
respected company. 

Last year Toyota achieved 
record net profits of Y454bn 
despite a dramatic collapse 
in toe overall domestic mar- 
ket. This year's earnings are 
likely to be lower but will 
almost certainly be Car bet- 
ter than its Japanese com- 
petitors, many of whom are 
bleeding red ink, 

The key to Toyota's suc- 
cess has been its ability to 
defend its position in its 
domestic market and offset 
toe gloom at home by suc- 
cessfully expanding interna- 
tionally. One chief executive 
in the survey thought 
Toyota was “the best man- 


aged company In the world" 
while another said “they 
have the best operating sys- 
tem and sophisticated mar- 
keting technologies". 

Toyota has done well to 
defend its 40 per cent domes- 
tic market share without 
excessive discounting. Out- 
put in overseas markets 
jumped 4.2 per cent, thanks 
to investments in the US and 
UK. The investments con- 
tinue. The company has just 
opened its second car assem- 
bly line in the UK, a £200m 


The company 
was very heavily 
supported by 
North American 
chief executives 1 


facility at Bumaston, Derby- 
shire. It has just started con- 
struction of its first conti- 
nental assembly plant in 
Valenciennes in northern 
France. In Latin America 
Toyota this year opened Its 
first car plant in Brazil. 

In Europe this year, it 
expects to increase its sales 
15 per ceDt to 540.000 
vehicles. In the US sales dur- 
ing the six months to Sep- 
tember jumped 17.2 per cent 
to 723.000. 

Behind its relative success 
in toe domestic market and 
undoubted achievements 


internationally has been 
Toyota's ability to create 
new vehicles that have 
proved consistently attrac- 
tive to consumers, claims 
Kosuke Yamamoto, board 
director responsible for busi- 
ness development. 

The group has had to 
adjust exceptionally quickly 
to big changes in demand. 
~A few years ago. saloon 
cars represented 80 per cent 
of the domestic market, a 
share that was extremely 
stable." be says. 

“But now recreational 
vehicles represent 50 per 
cent. We have also found 
that models' life-span has 
shortened dramatically, 
meaning that we have had to 
shorten development times." 

Previously, it would Like 
Toyota about three years to 
bring a new vehicle to mar- 
ket. Its present record is just 
15 months for the Ipsum car- 
van hybrid. 

To achieve that sort of 
speed requires substantial 
investment. At tbe same 
time, consumers are 
demanding increasing 
amounts of technology in 
their vehicles. 

“Cars in tbe 21st century 
are going to need more and 
more technology.” says Mr 
Yamamoto. 

The technology will be 
aimed partly at increasing 
safety, comfort and drivabil- 
ity but. most important, at 
environmental factors. 

Pride of place in Toyota’s 
drive in this direction is the 


Prius. an innovative petrol- 
electric hybrid vehicle, 
which has a 1.5 litre petrol 
engine and an electric 
motor with a rechargeable 
battery. In US tests it 
achieved 51 miles to the gal- 
lon. 

Toyota and Honda are 
probably the only Japanese 
motor groups capable of 
investing on a scale suffi- 
cient to keep them globally 
competitive. Toyota can 
afford to do this because of 
its colossal financial 
strength. 

At the end of the financial 
year in March toe company 
was holding cash and cash 
equivalents worth Yl.l67bn 


>S9.3bnt. Despite recent 
downgrades by Moody’s, toe 
US ratings agency, it Is still 
the top-rated industrial 
group in Japan. 

Nevertheless, despite 
Toyota's undoubted success 
investors, particularly inter- 
national ones, do question 
whether the group could do 
even better. The large cash 
holdings reduce the return 
on assets. 

But some criticisms seem 
churlish. After all. the group 
is consistently the most suc- 
cessful of toe Japanese auto- 
motive groups, a company 
whose record of innovation 
and financial return merit 
admiration. 







IV 


WORLD’S MOST RESPEGTED COMPANIES 4 INTERNATIONAL BUSINESS LEADERS 


- sen*** 


BUSINESS LEADERS by Tony Jackson 


Bosses reap the rewards 


WortcFs I/test Respect ed Bpsteoss 

m> 


Of the top 10 most respected companies, 
no fewer than six have chief executives 
who qualify among the top 10 leaders 


As with the company, so 
with the boss. If the chief 
executives in our sample 
admire a company, the 
chances are they admire its 
leader, and vice versa. 

There are exceptions. 
Among the big oil compa- 
nies, Shell is much more 
admired than BF. But Shell, 
for all its virtues, can seem 
rather a faceless giant. Sir 
John Browne of BP ranks 
number 10 among most 
admired business leaders. 
There is no mention of any- 
one from Shell 

Nevertheless, of the top 10 

most respected companies in 

the world, no fewer than six 
have bosses who qualify 
among tbe top 10 leaders. 
Much the most respected 
Leader is Jack Welch. BUI 
Gates. America’s richest 
man. comes second, just as 
Microsoft does to GE in the 
corporate stakes. 

Mr Welch received half 
again as many votes as Mr 
Gates, with US chief execu- 
tives preferring him by a fac- 
tor of three. Respondents 
praised tbe clarity of bis 
vision for GE, his ability to 


keep such a vast organisa- 
tion moving forwards, and 
the way he had brought for- 
ward tbe next generation of 
leaden. 

Mr Gates, by contrast, is 
evidently seen more as a 
one-off. and thus perhaps 
less easy to copy. The recur- 
ring term is “genius". He is 
described as a trailfalazer, an 
innovator who has also been 
able to build an empire, and 
a brilliant strategic planner. 

A fairly distant third is 
JOrgen Schrempp, head of 
Daimler-Benz. Once more, as 
for the company, so for the 
man: Mr Schrempp has 
received a great deal of 
media attention this year for 
his deal with Chrysler. 

His supporters - drawn 
almost exclusively from 
Europe - cite some suitably 
Ger manic virtues: bis consis- 
tency, and his ability to 
assert himself and to push 
through what his analysis 
tells him is rigbt. 

He is followed by Lou Ger- 
stner of IBM, who is given 
general credit for sticking to 
a single, clear strategy for 
reviving the company. Next 


N0BUYUKI (DEI by Paul Abrahams in Tokyo 

The greatest 
challenge yet 
lies ahead 

This year may be a difficult one for Sony’s 
quick-thinking president 


Nobuyuki Idei, Sony's 
president, has done an aston- 
ishing job in revitalising the 
electronics group since he 
was unexpectedly given the 
helm in 1994. But the 60- 
year-old Porsche-driving 
executive is now facing his 
greatest challenge yet 
In the mid-1990s Sony 
appeared to be faltering. The 
group’s traditional television 
and portable stereo busi- 
nesses were stuttering and 
the company bad lost £L2bn 
in the Hollywood movie 
bosiness. In 1994. Sony 
posted its first loss - a mam- 
moth S2£bn. 

After Mr Idei, seventh in 
the list of business leaders, 
rapidly sorted out the trou- 
bled Californian film 
operations, be then har- 
nessed Sony’s design 
strength and branding power 
to launch high-margin, pre- 
mium-price products, some 
of which were in totally new 
business areas. Initially, the 
strategy worked wonders. 

Most notable was the suc- 
cess of the Sony PlayStation, 
which came foom nowhere to 
become market leader in just 
four years. Since its launch, 
the machine has grabbed 55 
per cent of global market 
share against Nintendo's 30 
per cent and Sega’s 15 per 
cent- Tbe games console and 
games associated with it 
generate more than 10 per 
cent of Sony's sales and 20 
per cent oT operating profits. 

Mr Idei also continued suc- 
cessfully to build the Sony 
brand - one recent poll indi- 
cated it had become the 
most recognised brand in the 
US, ahead of even 
McDonald’s and Coca-Cola. 

The audio visual division 
proved surprisingly resilient. 
The Wega flat screen televi- 
sion was a huge hit in 
Japan, while mini-disk sales 
were strong and digital video 
discs (DVD) sales brisk, par- 
ticularly in the US. As for 
computers, a disappointing 
performance in north Amer- 
ica was offset by the success 
of tbe vaio which remains 
Japan’s best-selling ultra thin 
notebook PC. 

Part of Sony’s strength 
under Mr Idei was its geo- 
graphical range - it remains 
one of Japan’s few truly 
global companies. Last year, 
the US accounted for about 
31 per cent of turnover, 
Japan 27 per cent, Europe 23 
per cent and the rest of the 
world 19 per cent. 

The result was that while 
other Japanese companies 
floundered in the country's 
worst recession since the 
post-war recovery, Sony 
went from strength to 
strength. In the last finan- 
cial year the company 
achieved record sales and 
profits for the second year 
running. Unlike most Japa- 
nese companies, Sony also 
generates economic profits 
well above its cost of capital. 
HSBC Securities estimates 
that in the year ending 
March 1938, the group 
achieved a return of 7 J per 


cent above its weighted aver- 
age cost of capital. Not sur- 
prisingly. Sony remains 
financially robust, with net 
debt at that date of just 
Y604bn and gearing of just 
31 per cent 

But Sony may now be-in 
trouble. Mr Idei whose tal- 
ent, flexibility and quick 
thinking has drawn compari- 
sons with the group's co- 
founder Akio Morita, faces 
his biggest challenge yet As 
the group announced record 
results for last year. It also 
warned of an Impending 
downturn. Indeed, analysts 
now believe it could foil into 
a loss far the second half. 

Many analysts, believe this 
financial year may be rough, 
but that the difficulties may 
only be short term. Indeed, 
even Warburg Dillon Read 
among the most pessimistic 
of the brokers, is predicting 
a healthy rebound in the 
2000 financial year. 

Even so, Sony's long-term 



Nobuyuki Mat: ambitious vision 
for M* company 

future will depend on 
whether Mr Idei’s ambitious 
vision for his company is the 
right strategy. He aims to 
attack the potentially lucra- 
tive digital home equipment 
market by linking Sony's 
traditional audio visual 
products with personal com- 
puters. 

The convergence of the 
computer and the television 
should lead to products that 
are many times more power- 
ful than today’s machines, 
he believes. 

Mr Idei’s dream is to domi- 
nate this new market, taking 
advantage of Sony’s position 
In the home entertainment 
market and its ability to 
design products that are sim- 
ple to use. Mr Idei hopes to 
generate new profit streams 
by allowing customers to 
download music, video and 
games from Sony’s website 
to customers’ Sony home 
audio visual machines. 

It looks a tough order. The 
strategy means taking on 
some of the US’s leading 
technology companies, such 
as Microsoft, IBM and Ama- 
zon.com which have also tar- 
geted the digital living room. 
But if one Japanese com- 
pany has the ability and 
management skills to crack 
tiie market, then it has to be 
Sony under Mr Idei's leader- 
ship. 



Bin Gates: the recurring 
description is ‘genius* 

comes a tight group of Andy 
Grove from Intel, Percy Bar- 
nevik from Investor and 
Nobuyuki Idei from Sony. 

Mr Grove’s inclusion is not 
a surprise: apart from any- 
thing else, he has estab- 
lished a high profile as a 
writer, with his book Only 
the Paranoid Survive. Mr 
Barnevik. who is still largely 
identified with his previous 
job at ABB. drew support 
from around the world. Mr 
Idei. by contrast, was mainly 
admired by respondents in 
the Asia/Pacific region. 

The inclusion of Warren 



Wsmn Buffett kiduskm at 
number eight is carious 

Buffet at number eight is 
perhaps slightly carious. Mr 
Buffet is best known as a 
portfolio investor of genius, 
rather than a manager. On 
the other hand, his portfolio 
includes one of the world's 
larger insurance companies, 
Geico: and no doubt, he is 
also admired as one whose 
personal wealth comes dose 
to challenging Mr Gates’s. 

Further down the list, two 
names worth noting are 
those of Goran Lindahl and 
Doug Ivester. Mr Lindahl 
has only recently taken over 
from Mr Barnevik at ABB, 


Percy Bamevfc drew support 
from around (he world 

but has managed to assert 
himself without delay. 

Mr Ivester, too, has had a 
bard act to follow, inheriting 
the top job at Coca-Cola from 
Roberto Goizueta. Mr Goi- 
zueta was famous for having 
created more value for 
shareholders in Ins 16-year 
tenure than any other US 
chief executive. 

Two other names worth 
watching, at 19th and 20th 
respectively, are those of 
John Reed of Citicorp and 
Sandy Weill of Travelers 
Group. The two are now 
yoked together as joint 


Santy We* 


chairmen of Citigroup, as 
their merged companies are 
now called. The merger is 
proving slightly rocky: if 
they pull it off. they will 
doubtless move up the rank- 
ings next year - and. of 
course, vice versa. 

What are the qualities 
most admired among those 
people? Three above all: clar- 
ity of vision, dynamic leader- 
ship and tenacity. A typical 
quote about Mr Welch sums 
it up: “He has made sure 
that everyone in the com- 
pany from top to bottom 
knows what their job is and 


GtaJrresn and CEO 


where they fit into the core 
vision of the company. He 
has a clear philosophy and 
has been an inspiration to 
other managers inside and 
outside GE-" 

Finally , it Is worth noting 
a group of business people 
who are almost wholly miss- 
ing here: the entrepreneurs, 
as opposed to tbe runners of 
empires. 

Mr Gates qualifies as an 
entrepreneur by virtue of 
having founded his com- 
pany. The others, almost to a 
man — and they are all men 
- are professional managers. 


TbmIm Group 


There is no mention of Mies 
ael Dell of Dell Compute^ 
worth some *12bn personally 
at the age of S3. Nor is there 
mention of Richard Branson. 

Perhaps this is to be expec- 
ted. The sample consists pri- 
marily of big company 
CEOs; that is, mainly, of pro- 
fessional managers. IT they 
had the entrepreneurial flair 
to go off and make really big 
fortunes, they would doubt- 
less have done it already. As 
it is. they have the sense to 
look to those who can show 
them how to do their own 
jobs better. 




They wouldn ’t have survived their migration 

if they couldn *t have stopped at their feeding grounds; 

they couldn’t have stopped if construction 

on a nearby power plant had scared them away; 

the construction wouldn ’t have waited 
if not for the engineers of ABB. 


Visit the ASB World Wide Web site at htfai/Avww.sbb-corn 
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WORLD'S MOST RESPECTED COMPANIES 5 


^ Bowle y in Frankfurt 

Single-minded 

troubleshooter 


The merger with Chrysler has brought the Daimler-Benz 
chairman firmly to the attention of fellow top executives 


As Daimler-Benz's merger 
with Chrysler demonstrated, 
JUrgen Schrempp has done 
much to earn the reputation 
of Germany's most aggres- 
sive and controversial man- 
ager. 

In the process his already 
high profile haw increased 
and he now ranks behind 
only Jack Welch of General 
Electric and Bill Gates of 
Microsoft as the man other 
business leaders most 
respect. 

During his four and a half 
years as chairman of 
Daimler-Benz he showed a 
single-mindedness to tackle 
the serious problems at Ger- 
many’s biggest Industrial 
group. He transformed it 
into a fitter, leaner company 
that he could take into the 
trans-Atlantic link-up, one of 
the world's biggest indus- 
trial mergers. 

The 54-year-old manager 
began his working life as a 
mechanic at a Mercedes- 


Benz dealership in southern 
Germany. He left to tnir^ an 
engineering degree at a tech- 
nical college. 

When he returned to 
Daimler-Benz it was to the 
corporation's head office in 
Stuttgart. From the age of 23 
Mr Schrempp then spent the 
next 1? years in Stuttgart. 

In 1974 he moved to the 
company's South African 
subsidiary, rising to become 
the local board member for 
engineering. Eight years 
later he moved to Cleveland 
in the US to run, and finally 
to close, the Euclid heavy 
trucks subsidiary. 

Even after returning to 
Germany in 1987 following a 
second stint in South Africa, 
trucks stayed close to his 
heart. He still plays up bis 
humble origins, making 
much of his time in the 
no-nonsense world of com- 
mercial vehicles. 

This simple image sticks. 
Often, with his cigarette in 


hand, be appears more at 
home with a beer tankard or 
wine glass than a balance 
sheet 

After the US, his next big 
break was to be promoted to 
head of Daimler's Deutsche 
Aerospace division, which 
secured him full member- 
ship Of the D aiml er-Benz 
board. 

The division had been cre- 
ated during Daimler-Benz’s 
expansion under then chair- 
man Bdzard Reuter, and Mr 
Schrempp employed his 
no-nonsense skills to buy 
and restructure businesses 
and to turn the division 
around. 

In June, 1994, he achieved 
his ultimate goal. He was 
appointed Daimler-Benz's 
chairman. But by the time 
he started almost a year 
later, conditions had wors- 
ened. Mr Reuter's diversifi- 
cation had failed to deliver 
profits and aircraft makers 
were suffering because of 



the weak dollar. 

In addition. Mr 
Schrempp's acquisition of 
Fokker, the Netherlands 
regional aircraft manufac- 
turer be had bought In 1993, 
had turned sour. The ill- 
judged purchase ended badly 
when Daimler-Benz with- 
drew its support, resulting in 
thousands of job cuts and 
the biggest loss In D aiml er’s 
history. 

One of his first public acts 
as chairman was to 
announce the huge loss to 
the world at a press confer- 


ence in New York. 

He has also been unable io 
shrug off completely the 
claims that the impressive 
turnround of Mercedes-Benz. 
Daimler's car group, since 
the days of Mr Reuter, had 
more to do with the reforms 
set in train by former Mer- 
cedes boss Helmut Werner 
than any of Mr Schrempp’s 
innovations. 

Another mistake was the 
debacle surrounding the 
launch last year of Daimler’s 
new small cars, the A-Class 
and the Smart. The new 


models were supposed to 
herald Mercedes’ entry into 
the small cor sector. 

But their launch became 
an embarrassment after they 
tipped over during the now- 
infamous elk test. Blit, even 
though the episode was 
embarrassing. Mr Schrempp 
yet again won praise for tak- 
ing a quick decision to pull 
the models from the market 
and revamp them. 

Despite this setback. Mr 
Schrempp has powered on. 
One or his great strengths 
has been his talent as a con- 


summate corporate raanoeu- 
vrer. 

In his early days as chair- 
man he overcame resistance 
from Mr Wemer. then head 
of the company's Mercedes- 
Benz division, to his plans to 
streamline the group by 
merging Mr Werner’s car 
and truck fiefdom into the 
parent company. 

The defeat led to the 
departure of Mr Wemer from 
the company. 

Just over a year later Mr 
Schrempp took Daimler to 
greater triumphs with the 


merger with Chrysler, which 
in effect was a takeover by 
the larger Daimler of ihe US 
car group. The merged com- 
pany formally came into 
existence earlier thus month. 

Perhaps only the forceful 
Mr Schrempp could have 
pushed through so quickly 
such a large and all-encom- 
passing meshing of two com- 
panies as the merger which 
has created DairalerChrys- 
ler. He will now have to 
employ all his managerial 
and corporate skills 
to ensure that it is a success. 


DOUGLAS IVESTER by Richard Tomkins 



liast year in South Humber Bank, UK, one of the wonders of technology 
collided with one of the wonders of nature and something wonderful happened. 

Nature survived. 

The largest combined cycle power plant in Europe was under construction. 

Unfortunately, it was on a site adjacent to a feeding ground for migratory birds. 

Fortunately, the company doing the construction was ABB. You see, ABB is one company 
that’s not only committed to the business of electric power generation, it’s also committed 
to the preservation of the environment. 

And it’s a commitment that stretches from ABB’s senior management 
all the way through to its subcontractors on the construction site. 

Which is why during the months between September and March, 
construction on the plant, which might have alarmed the migrating birds and 
prevented them from feeding, was abruptly stopped. 

The power plant, which is representative of modem power plant technology 
(highly efficient with minimal impact on the surrounding environment), was finished 
only after the birds had completed their annual migration through the area. 

A feet that made English environmentalists very happy. 

Not to mention the birds. 


INGENUITY AT WORK 


Checking the 
trash cans is 
part of job 

Coca-Cola’s new boss has won swift 
admiration from his peers 


In his every waking hour 
two tough tasks face Doug- 
las Ivester, the 51-year-old 
chairman and chief execu- 
tive of Coca-Cola- 

One is running the world's 
biggest soft drinks company. 
The other is trying to 
emerge from the shadow of 
Roberto Goizueta. his prede- 
cessor. 

Mr Goizueta, who died 
from complications arising 
from lung cancer in October 
1997, attained near legendary 
status as one of the greatest 
creators of shareholder 
wealth in corporate history. 

A Cuban refugee, he began 
working for a Coca-Cola in 
Havana in 1954. Six years 
later, fleeing Fidel Castro's 
revolution, he arrived in the 
US with his wife, $40 in cash 
and 100 Coca-Cola shares. 

After working his way to 
the lop of Coca-Cola in 1981 
he turned what was then a 
sleepy and bureaucratic 
company into one of the 
world’s most successful busi- 
ness machines. In the pro- 
cess he increased its stock 
market value from $4.3bn to 
S147bu. 

It is a colourful story, and 
a hard act to follow’ - espe- 
cially if. like Doug Ivester. 
you are an accountant by 
training and conservative, 
even introverted, by nature. 
The measure of his success 
is that he has quickly won 
the admiration of his peers, 
joining tbe ranks of the 
world's most respected busi- 
ness leaders at number IS. 

Still, what Mr Ivester lacks 
in colour he makes up for in 
energy and determination. 
He regularly puts in a seven- 
day week, often working 
long into the night. He 
travels continuously, leading 
Coca-Cola from the front. 

If you believe the stones 
he is never happier than 
when prowling the streets of 
some foreign land, hanging 
around the supermarket 
checkouts or peering into 
trash cans to see which com- 
pany's soft drinks are selling 
fastest, and why. 

It is also worth noting that 
Mr Ivester did not become 
head of Coca-Cola by chance. 
Working quietly in the back- 
ground. be was an important 
contributor to Mr Goizueta's 
success and was at least in 
part responsible for Coca- 
Cola's remarkable growth. 

After majoring in account- 
ing at the University of 
Georgia. Mr Ivester joined 
Ernst & Whinney as an 
accountant, eventually head- 
ing Coca-Cola's audit team. 
In 1979 he joined Coca-Cola 
as assistant controller, rising 
quickly through the ranks to 
become chief financial offi- 
cer in January. 1985. at the 
unusually young age of 37. 

In that capacity Mr Ivester 
played a key role in the 
November. 1986. spin-off of 
Coca-Cola's bottling 
operations into a separate 
quoted company called Coca- 
Cola Enterprises, in which 
Coca-Cola retained a minor- 
ity stake. 


This move, to be belatedly 
imitated next year by 
PepsiCo, owner of Pepsi- 
Cola, opened the way for the 
consolidation of Coca-Cola's 
worldwide bottling network, 
greatly improving its 
strength and extending its 
reach around the world. 

After a spell in Europe. Mr 
Ivester was put in charge of 
US operations in 1990 and 
made his mark by refusing 
to accept the conventional 
wisdom that the US market 
was mature. 

Eking out every possible 
opportunity for increasing 
sales, he increased the pace 
of Coca-Cola's soft drinks 
volume growth to about 7 
per cent. One of his many 
successes was exploiting the 
potential of the trademark 
contour bottle by using it for 
larger-size, plastic bottles. 

In July. 1994, Coca-Cola's 
board made Mr Ivester presi- 
dent and chief operating offi- 
cer. effectively marking him 
out as Mr Goizueta's succes- 



Dougtas l wester; regularly puts 
In a seven-day week 


sor. The two men became 
closely identified with Coca- 
Cola'S strategy of regarding 
the company as a business 
in Its infancy, accounting for 
“only" Ibn of the 48bn serv- 
ings of beverages consumed 
in the world each day. 

To that extent sharehold- 
ers regarded it as business 
as usual when Mr Ivester 
took over last year. He had 
already been quietly running 
the business as Mr Goizue- 
ta's lieutenant and vowed 
there would be no changes 
in strategy on his promotion 
to chairman and chief execu- 
tive. 

As things have turned out. 
however. Mr Ivester has got 
off to an unfortunate start. 
Coca-Cola's global sales have 
taken a drubbing from the 
the economic crisis. Growth 
rates have slowed to a crawl 
and both revenues and prof- 
its were down in the third 
quarter. 

But Mr Jvester’s confi- 
dence in the long term 
remains unshaken. “We 
have a great business propo- 
sition.’’ he said when the 
third quarter results came 
out. 

''People get thirsty every 
day. and we provide a simple 
moment or refreshment vir- 
tually everywhere at a very 
affordable price." 
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Relative unknowns come 'out on top 


Chief executives around the world tend to 
reserve their highest praise for businesses 
in other sectors 


Of tbe 10 companies topping 
the tables in the survey's 
Five world regions, only Gen- 
eral Electric of the US. 
Daimler-Benz of Germany, 
and Toyota of Japan make it 
into the super league of the 
world's 40 most respected 
companies. 

In Latin America the top 
soot is occupied, in a three- 
way tie. by Cemex. Petrobras 
and YPF of Mexico, Brazil 
and Argentina respectively, 

the region's three largest 
economies. 

In Africa and the Middle 
East. Elron of Israel. Invest- 
corp of Bahrain and Tscor 
and South African Brew- 
eries. both of South Africa. 

share pole position. 


In the past decade Cemex 
has transformed itself from 
being a regional operator 
into the world's third largest 
cement maker with plants In 
Spain, the US, Colombia and 
the Philippines. It has set its 
sights on expanding to 
Indonesia, where its SI 15m 
offer for a minority stake in 
Semen Gresik, a partially 
privatised cement mill, has 
been accepted. 

Its co-winners in Latin 
America. Petrobras and YPF, 
are both national oil compa- 
nies. Petrobras of Brazil is 
heading for partial privatisa- 
tion - the government hopes 
to raise S20bn from privatisa- 
tions next year including the 
sale of a large minority stake 


in the group, the world's 
15th biggest oil company. 

YPF of Argentina bas 
already taken this route, 
becoming partially priva- 
tised and losing its monop- 
oly in 1993. transforming 
itself into a more dynamic 
company In the process. 

The Argentine government 
is now seeking to dispose of 
a 14.9 per cent stake in YPF 
by January, a sale it hopes 
will raise more than S2bn. 

Elron, an Israeli electron- 
ics and software bolding 
company set up in the 1960s 
and quoted on Nasdaq in 
New York, has earned recog- 
nition for being one of the 
largest developers of high 
technology in the region. A 
big exporter, it controls, 
among others Elbit, the 
defence electronics maker, 
and Its interests also Include 
telephony. 


Investcorp, the Bahrain 
investment bank, is best 
known for its purchases of 
luxury goods groups such as 
Saks, the upmarket depart- 
ment store group. Tiffany's 
and Gucci. But this year ft 
has snapped up Watmougbs 
and BPC, two British print- 
ers. as well as Leica Geosys- 
tems. an industrial measure- 
ment business. 

Is cor is a giant iron and 
steel group that recently 
agreed to buy Zinc Corpora- 
tion, South Africa's only zinc 
producer. South African 
Breweries, meanwhile, is 
considering moving its pri- 
mary stock exchange listing 
from Johannesburg to Lon- 
don. partly because it 
believes this would enhance 
its access to capital. 

There is also speculation 
that SAB, one of the world's 
top 10 brewing groups with 


operations in Africa, eastern 
Europe and China, may soon 
be tbe subject of a-takeover 
offer. As wen as. expanding, 
rapidly, the ‘group has won 
plaudits for making impres- 
sive strides:- in = black 
advancement.' r About, one-, 
fifth of its 330 top managers 
are black, -up from 15- per- 
cent in early 1997. . 

As for -European; US and 
Japanese .companies; . which : 
tend to -be better, known 
globally, --the;' regional- 
tables reveal interesting con- . 
tests. 

IBM, the computers, giant,- 
is ranked fourth In the world 
in the overall: survey but 
fails to TnalfP it into the top 
16 in North America, its 
home continent. There it Is 
overtaken by the likes of 
ConAgra; the meat process- 
ing and foods group, and 
Dayton Hudson, the Minnea- 


- polis department; store 
group, both relatively little 
known outside the US. 
.-Equally, in Asia-Pacific. 
Kao, the toiletries and 
household goods group, 
-comes third behind Toyota 
and Sony but ahead of 
Honda. Canon and Fuji. The 
latter are internationally 
-known companies with pow- 
erful brands, and Honda is 
placed 27th in the world 
rankings. . 

In Europe, Germany's larg- 
est .industrial- group. 
Daimler-Benz, sixth in the 
world, tops the bffL This is 
not surprising,, perhaps, 
given the German group’s 
merger with Chrysler of the 
OS, which came into effect 
i month, and the success 
of its chief executive JOrgen 

Schrempp in lining - up the 

top job at the enlarged 
group. • 


However, British Petro- 
leum's equally daring 
merger with Amoco of the 
US did not propel the British 
company ahead of Royal 
Dutch Shell, its long-time 
rival. Shell was positioned 
third in Europe, with Nestle 
second and BP fourth. 

This, however, could 
reflect the fact that the BP- 
Amoco deal was only 
announced in mid-August 
when polling of chief execu- 
tives for the survey was 
already under way. 

The survey also reveals 
that companies' peers from 
the same industry some- 
times judge them more criti- 
cally than chief executives 
from other sectors. Daimler- 
Benz may be top in Europe 
and sixth in the world, but it 
Is only ranked equal fourth 
in its sector by engineering 
chief executives. 



joe] Rennfc president of 

Petrobrfe (see page 8) 

similarly- although BMW 
is equal fifth in Europe and 
13th in the world, it 
unranked among engineer- 
ing companies. 

Companies such as Phihi 
Morris, the tobacco coin- 
panv, and McDonald's, tlw 
fast" food chain, benefited 
from the opposite trend. Nei- 
ther company makes it into 
the North America league 
yet both are highly rated by 
their competitors. 


CARGILL by Nikki Tait 


I HERB KELLEHER by Richard Tomkins in New York 


Too big to keep a low 

The big US agriprocessor - America's largest private company - has won respect for 
nimble decision-making in a tough business environment 


Cargill, the big agribusiness 
and industrial group based 
in Minneapolis, made a rare 
appearance in front-page 
newspaper headlines earlier 
this month when it revealed 
that it intended to buy rival 
Continental Grain's grain- 
trading operations. 

It was an unusual depar- 
ture. For the best part of its 
132-ypar history the US's 
largest private company - 
joint 17th in the most 
respected list - has kept its 
profile low and shunned pub- 
licity. 

The company, which today 
employs around SO. 000 
people, was formed in the 
second half of the 19th cen- 
tury. Will Cargill, son of a 
Scottish sea captain, started 
out by trading and ware- 
housing grain in the Mid- 
west, soon to be joined by 
his brothers. 

The Cargills went on to 
acquire elevators along the 
nation's rapidly expanding 
railroad network and by the 


1880s had moved into flour 
milli ng. 

They soon intermarried 
with another Scottish immi- 
grant family, the MacMill- 
ans. and members of both 
dynasties played a leading 
role in managing the group. 

Despite numerous ups and 
downs the company expan- 
ded into shipbuilding and 
grain processing, eventually 
becoming a broadly based 
industrial, agricultural and 
financial products group. 

Today the original grain 
trading activities are still a 
significant element in the 
group, with Cargill esti- 
mated to handle about one- 
fifth of all US grain exports. 
The Continental deal, if 
approved, could give it 
another 15 per cent share. 

But Cargill is equally big 
in processing, reckoned to 
have about one-fifth of the 
US’s corn milling capacity 
and handle the slaughtering 
of about 20 per cent of OS 
cattle. 


The sheer size of Cargill’s 
operations means that it can- 
not be as private as it might 
like, ft reports quarterly 
earnings and sales, for exam- 
ple. although it rarely elabo- 
rates on particular activities. 

In recent months these 
have shown an increasingly 
tough environment. In 
1997-98. for example, after- 
tax profits slipped by 43 per 
cent to (468m, with sales 
down by about 8 per cent at 
(51.4bXL 

That was blamed partly on 
the excess capacity which 
exists worldwide in grain 
handling and processing 
capacity, partly on the fall- 
off in Aslan demand and 
some weather-related factors 
and partly on losses in some 
consumer finance units, 
from which the company has 
subsequently retrenched. 

Results during the 12 
months have been even 
grimmer. In the most recent 
quarter, to the end of 
August, for example, Cargill 


barely broke even, posting a 
profit of just (4m. down from 
SS3m a year earlier. 

Again, part of the respon- 
sibility lay with depressed 
commodity prices and the 
lack of demand from Asia 
and other emerging markets. 
But trading Josses “incurred 
in turbulent world financial 
markets, the majority in 
Russia" were also blamed. 

Although Cargill did not 
elaborate, there had been 
speculation that the com- 
pany could have lost as 
much as $200m in Russia 
and other developing coun- 
tries. The president of its 
financial markets group 
resigned this autumn and 
the trading operation has 
been scaled down. 

But the straitened times 
have also thrown up oppor- 
tunities. Last month Cargill 
gained a much more signifi- 
cant entry Into the Japanese 
agribusiness and food sector 
when it agreed to “sponsor” 
the reorganisation at 



Why hop to 
Doha when you can 
fly non-stop? 



Only Qatar Airways has a daily non-stop service from 
Heathrow to Doha. 

Bcok First or Business Class and you'll enjoy ail the 
amenities of the Red Carpet Club at Heathrow. 
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Toshoku, the bankrupt Japa- 
nese commodities and. food 
trader and retailer. 

Once the project is 
approved Toshoku can 
become a full Cargill subsid- 
iary, giving the US company 
access to a chain of domestic 
supermarkets, a Japanese 
sugar refinery, a couple of 
US-based facilities intruding 
an appkP'jutee^p&nt-^and a 
breeder farm and the trading 
and distribution activities. 

The company has also 
taken advantage of the high 
prices, paid, for seed 
operalfons, as big chemicals 
companies battle for a place 
in the expanding -field of 
agricultural genetics, tq dis- 
pose of its North) American 
and international operations. 

Monsanto paid $L4bn for. 
the ktter f and Germany’s 
AgrEyo was due to acquire 
the formerj for (650an. Howr 
ever, the buyer has since 
suggested that it would like 
to renegotiate the price on 
the grounds that the value of 
tbe business could be threat- 
ened -by % lawsuit filed 
against 4* by a. rival seed, 
com supplier. 

This, alleges that some pro-, 
prietary genetic traits were, 
wrongfully j obtained -and 
used. . Cargill, says the suit, 
one of many, fo have littered 
the agricultural biotechnol- 
ogy field, is without merit 


Practical joker who 
is still flying high 

The co-founder of Southwest Airlines has won friends through 
an eccentric approach to customer relations 


-Herb Kelleherls rated one of 
the most respected business 
leaders in the US, yet the 
company he leads. Southw- 
est Airlines, figures nowhere 
in the lists. . 

A paradox? Not really. The 
simple explanation is that 
Mr Kelleher is Southwest 
Airlines., • :<■ 

Texas-based Southwest 
more or less invented the 
concept of low-cost air travel 
and it was Mr Kelleher. with 
his friend Rodin King, who 
invented : Southwest 

As the story goes, Mr Kel- 
leher awri Mr King ramp up 
with the idea of the. airline 
in 1966 when they drew its 
initial route ™»p - a triangle 
between Dallas. Houston and 
San Antonio - cm a cocktail 
napkin. .. . 

In those days the US air- 
line to(hfstry.,-had.;ttot .yet 
been deregulated, aud it took 
a long legal battle led by Mr 
KeHehar, ft lawypr.to get tbe 
airline intq the air. 

Tbe first aircraft took off 
in. Juoe r -197L From the start 
Mr Kelleher used eccentric 
methods tadraw. attention to 
the airlipe. 

.. Caterings for ia predomi- 
nantly Texan clientele, he 
launched Southwest with a 
“love” theme un^er the slo- 
gan “Somebody up there 
loves you", ,i- .. 

Its air hostesses wore hot 
pants and white -PVC go-go 
boots. Drinks were Love 
Potions, peanuts were Love 
Bites and tickets came from 
Love Machines. 

Later, adjusting to a more 
politically correct era, Mr 
Kelleher - 12th in the list of 
the world's gjnst respected 
leaders - dropped the "love" 
campaign in favour erf a mis- 
sion to deliver "positively 
outrageous service", at unbe- 
lievably' low lares/ But he 


□ever let go of the eccentric- 
ity. 

Today Mr Kelleher has 
taken to extremes the notion 
that work can he fun. At the 
company's Dallas headquar- 
ters everyone. Mr Kelleher 
included, wears casual 
clothes, the practical jokes 
are incessant and the work- 
ing routine is frequently 
interrupted by birthday cele- 
brations or awards. 

The same spirit is at large 



Herb KoUeher. a nation that 
work can. be fun. 


AP 


on the company’s aircraft, 
where the flight attendants 
play tricks on the passengers 
and turn the safety instruc- 
tions into an excuse for a 
comic turn. 

One example: “Those of 
you who to wish to smoke 
will please file out to our 
lounge on the wing, where 
you can enjoy our feature 
movie presentation. Gone 
with the Wind." 

A Texan by marriage but a 
native of the Philadelphia 
suburbs of New Jersey, he 
sets the tone for the com- 
pany with his remorseless 
enthusiasm ' for jokes, 
pranks, laughter and 


warmth. 

But there is a serious side 
to his approach. He believes 
that in a successful business 
the employees, not the cus- 
tomers, come first. The rea- 
soning behind this philoso- 
phy is that if a company's 
employees are happy every- 
thing else will foil into place. 

It seems to work at 
Southwest. Most employees 
seem almost fanatically com- 
mitted to the airline, deliver- 
ing excellent service to cus- 
tomers and extraordinarily 
high levels or productivity. 

Many companies have 
tried to imitate Southwest's 
approach, but few have suc- 
ceeded . Somehow, without a 
Herb Kelleher at the top, the 
approach seems to ring hol- 
low and seldom lasts long. 

Southwest, in contrast, 
-bas gone -from strength to 
strength. As the years have 
passed its route network has 
spread to the point where it 
is now one of the largest air- 
lines in tbe US. Last year it 
made net profits of $31Sm on 
revenues of S3.Sbn. 

The one dark cloud on the 
horizon is the question of Mr 
Kelleher 1 s immortality - or 
rather, his lack of it It is 
hard to imagine a Southwest 
Airlines without Mr Kelleher 
at the top. 

But he is 67 and does little 
to prolong his life expec- 
tancy with his frequently 
avowed passion for bourbon 
(Wild Turkey) and cigarettes 
(five packs a day). 

-He will not a dmi t to plans 
for retiring, but Tew expect 
him to remain chairman and 
chief executive after his five- 
year contract end in three 
years’ time. After that it is 
not clear what will happen. 
There is no succession plan, 
nor does Mr Kelleher have a 
clear second-in-co mman d. 


KAZU0 INAMORI by Michiyo Nakamoto in Tokyo 


Single-minded devotion 


The same qualities have enhanced 
Kyocera’s founder's standing both as a 
businessman and 7 as- a Zen monk 


Kazuo Inamori,: the 
chairman emeritus of 
Kyocera, is a Zen monk. 

The combination of jobs 
might seem eccentric, if not 
incompatible,, and has been 
received with some bewilder- 
ment, even in Japan. 

But for Mr Inamori, who. 
has always had a pious 
streak, the two callings are 
hardly contradictory. 

Mr Inamori. 13th in the list 
of business leaders, believes 
strongly in -the social obliga- 
tions of the corporation. He 
sprinkles his conversation 
with proverbs about the 
importance of consideration 
for others and thinking 
about tbe good of mankind. . 

These sayings., have formed 
the philosophical underpin- 
nings of a tremendous busi- 
ness drive and self-confi- 
dence that have been the 
source of hfe.auceess. 

“I asked myself over and 
over again : whether 1 was 
sure that I was not setting 
up the company just for the 
sake of personal achieve- 
ment. status or profit but 
out of a pujje ..desira to 
reduce telecommunications 
rates." 

If the rewards of, his phil- 
anthropy are measured by 
bow much be- .has .-benefited 

mankin d, the two companies 
he founded must: be doing 
wonders for thfe WOrjcL 


,' Kyocera, which he set up 
in 1959 with seven cowork- 
ers from a small ceramics 
manufacturer in Kyoto, has 
grown to become the largest 
maker of ceramic packages 
. for semiconductors in the 
world with group pre-tax 
profits of Yl05.4bn last year 
and return on equity of 6.4 
per cent 

- .DDL Japan's second larg- 
est telecoms carrier with 
pre-tax profits of Y52J2bn 
last year, has become the 

■ country's Second largest car- 
rier, although it recently suf- 
fered 5ja ffbwntom In profits 
amid 'strong competition in 
the longdistance market 
• But ; Mr hiaraori's business 
.philosophy is not Just about 
generosity. His career has 
been marked by -a sin- 
gle-minded devotion to the 
businesses he has founded 

- and confidence that they will 
succeed . 

.■ However, what has 
enabled them to succeed is 
not merely the pursuit of 
good deeds but a fixation 
with numerical targets in 
speedily and efficiently ach- 
ieving the best possible 
results. 

Indeed, some critics note 
that Mr Inamori ’s “religion" 
is, in fact, a front that allows 
him to indoctrinate his 
employees , into believing in 
the sacredness of numbers 



Kazuo Inamori: lias always had . 
a (Amis streak 

that lead to profits. 

Furthermore, Mr Inamori 
has retained a self-confi- 
dence and entrepreneurial 
spirit that have led him to 
take on NTT, even after the 
considerable success of 
Kyocera, and to invest in 
Iridium, the global satellite 
phone company. 

DDI was founded in the 
face of scorn from the Japa- 
nese business community, 
which doubted the ability of 
a novice in the telecoms 
industry to compete against 
a giant like NTT. 

When he set up Kyocera, 
Japan was already in -a sta- 
ble economic phase hardly 
conducive to the emergence 
of new businesses. 

He has persistently lec- 
tured about the importance 
of those qualities, particu- 
larly at Seiwa-juku. a school 


he set up for would-be e 
preneurs. 

As many of his disc 
have spread the Inamori 
losophy, the message 
been , one of passion and 
porate vision. This 
tended to overshadow 
reality of rigorous attei 
to execution that has 
equally important 

But his critics are quit 
point out that Mr Ina 
has relied as much on ] 
with bureaucrats as has 
unscrupulous business! 
In particular, he 
attracted much critlasn 
his decision to hire Yc 
. Nakajima, a farmer fin 
ministry bureaucrat 
was forced to leave the 
istry as a result of ac< 
tions that he received e: 
aive entertainment 1 
members of the fiuar 
community. 

When he announced 
decision to retire from at 
business life and pursue 
Quieter life of a recluse, 
news would have delig 
some members of the J 
nese establishment. 

His outspoken views a 
the need for deregulal 
his tirades against bur 
crats have earned him a 
utatiou as a troublemato 

However, the crisis in 
anese economy has bro 
Mr inamori back to the f 
line. Given Japan’s difE 
outlook, it may be some 
before he wifi be abl. 
n-tani to the tranquilit 
life as a Zen mo nk;- 








